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BEFORE THE
SURFACE TRANSPORTATION BOARD

STB FINANCE DOCKET NO. 30186

TONGUE RIVER RAILROAD COMPANY, INC. — RAIL CONSTRUCTION
AND OPERATION - IN CUSTER, POWDER RIVER AND
ROSEBUD COUNTIES, MT

SUPPLEMENTAL APPLICATION FOR CONSTRUCTION AND OPERATION
AUTHORITY

Puisuant to the Surface Transportation Board’s (“STB™ or “Board™) decision served
June 18, 2012 reopening the above-referenced docket ¢hercafier “June 18 Decision™) and the
November 1, 2012 Decision (hercafier “November 1 Decision”) claniying the Junc 18 Decision,
Tongue River Railroad Company, Inc. (“TRRC") hereby submits this Supplemental Application
lor Consuuction and Operation Authornity (“Supplemental Application™), under 49 U 8.C
§ 10901 and 49 C.F.R § 1150.1, ef seq. This Supplemental Application supersedes the October
16, 2012 Revised Applicauon filed by TRRC. Ilerein, TRRC will describe the commeon carricr
railroad that TRRC intends 10 construct in Powder River and Roscbud Counties, Montana, and
provide all of the wnformation and justification required under the relevant statute and the
Board’s rules 1o aliow the Board to awhornize construction and operation of the proposed rail line
that 1s the subject of this Supplemental Application  As discussed further below, the line
proposed to be constructed by TRRC would be opcrated solely by BNSF Railway Company
("BNSI™)

TRRC intends Lo construct a common cariier rail line that will serve any reasonable

request for scrvice by shippers that locate along the line, including the planned coal mine that




Otter Creek Coal, LLC (“Oucr Creck Coal™) is in the process of permitting at Otter Creck. MT
and any future coal mines that may be developed 1n the Ouer Creck and Ashland, MT area. The
primary purposc of the TRRC 1ail line now proposed -- 1o facilitate the transportation of
substantial coal resources that otherwise have no viable transpoitation alicrnatives -- is no
differem than the rail line approved for construction and operation by the Intersiate Commerce
Conumussion (“ICC™), the Board’s predecessor, mn the TRRC | proceeding in 1986 ' However,
the need for the railroad 1s now more immediate given the pending mine application of Otter
Creck Coal

TRRC previously proposed in its October 16 Revised Applhication the consiruction of a
linc between Miles City, MT and Ashland/Otier Creck, MT following with some modification
the alignment for the TRRC rail ine approved by the ICC. However, TRRC herein proposcs as
its preferred alignment a different routing, herealfter referred 10 as the “Colstrip Alignment 7
TRRC makes this change to its proposal in light ol additional engineering and other data that has
been collected and analyzed 1n recent weeks that has led it 1o conclude that the Colstrip
Alignment oflers the shortest, most cost-effective and least environmentally impactful rouung
for the proposed line TRRC has also determined that the Colstrip Alignment 1s operationally
feasiblc for the unit trains of coal that would traverse 1t

The Colstrip Alignment has been among the alignments considered for the TRRC line
since the 1CC procceding was initiated. A modestly different version of the alignment was
assessed in detail by the [CC in its TRRC Drafi and Final Envuonmenial Impact Statements

(“EISs™) in the previous TRRC | proceeding and determined at that time te be among the feasible

! Finance Dacket No. 30186, Tongue River R R ~ Rail Construction and Operation — In
Custer, Power River and Rosebud Counties, MT (1CC served May 9, 1986) (hereafier “1986
Decision™).
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rotites for the TRRC linc * Thut Alignment also was among the alignments that the Board’s
Officc of Environmental Analysis (“OL1ZA™) has idenulied for further review in the new EIS to be
prepared in this proceeding. See Drafi Scoping Notice issued October 22, 2012 at 4. OEA
therefore solicited and received public comment on the Colstrip Alignment at the November 12-
16 scoping meeungs that were held in the arca and i writlen scoping comments sull in the
process of being submutied.?

The 42-mile Colstrip Alignment. cepicted on the map at Exhibit C 1o this Application,
would allow the transportation of coal and other products on the TRRC linc between the Ouer
Creck/Ashland arca and BNSF's Forsyth Subdivision and therefore the national rail network. Tt
would conncct al its noithem cnd with an existing and lightly used BNSF line known as the
Colstrip Subdivision, which cuirently connects with the Forsyth Subdivision at Nichols Wye, a
point approximately 6 nules west of Forsyth and approximately 50 miles west of Miles City At
its southern end, the Colstrip Alignment will have the sume two termini south of Ashland,
Montana pioposed by TRRC in its October 2012 Application. Tetminus Ponlt 1 at the previously
pmoposed Montco Mine location and Terminus Point 2 along the Otter Creek drainage

Becausc it connects 1o the existing BNSF Colstrip Subdivision, only 42 miles of new
track would nced 1o be constructed for the T RRC Colsirip Alignment. That 1s less than hall of
the new construction that woutld be required in comparison 1o the approximately 89-mile Miles
City route previously approved by the ICC in the TRRC | proceeding and only marginally moie

than half of the new construction that would be required under the modified version of that Miles

2 TRRC has made one modest modificanon, described further below, to the previously-
considered version of the Colsirip Alignment.  That modification is designed to align the route
more closcly with an exisung road and thus 1educe enviionmental impacts.

3 OEA has extended the deadline for scoping comments through January 11, 2013. which
will thereby allow additional comments to be received on the Colstrip Alignment proposal.
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City route, which was proposed in TRRC’s October 16, 2012 Apphication. {(We wall refer to that
alignment here as the “Modilied Miles City Alignment™). The southernmost approximately 22
miles of the Colstrip Alignmeni would follow the Modified Miles City alignment 1o Terminus
Point 1 and also follow that alignment to Terminus Point 2 at Quier Creck.  The northern
approximaicly 20 miles of the Colstrip Alignment will largely follow existing county and slate
road corridors to ihe point of connection with the Colstrip Subdivision south of the eity of
Colstrip.

This significant reduction in milcage of required new track proposed here for the TRRC
line will substantially reduce environmental impacits, paiticularly land use impacts and impacts
to agriculure and water quality Further, there will be a substantial reduction of impacts within
the Tongue River valley relative 1o the previously approved alignment because the Colstrip
Ahgnment traverses only 17 miles wathin that valley versus approximately 81 miles for the Miles
City alignment approved by the ICC and 77 mules for the Maodilied Miles City Alignment.
Morcover, the Colsinp Alignment, which has the additional benelit of largely following existing
10ud corridors, also avoids altogether the Miles Cily arcu, including the Miles City Fish Hatchery
and the United States Department of Agriculture’s Livestock and Range Rescarch Station
("LARRS™) facility. The Colstiip Alignment thereby climinates a source of envitonmental
umpacts that have proven controversial in the past. While a thorough comparative analysis will
be underiaken in the forthcoming E1S, vanous additional advantages of the Colstnip Alignment
arc described further below.

Although TRRC is now proposing Lo change its preferred alignment for the TRRC line,

necither the purpose of the railroad nor the public necessity and convenience factors that justfy its




construction and operation has diminished. * The ICC found n 1986 that a common carrier rail
line between the Otter Creck/Ashland area and Miles City serves fhc public intercst {or the
transportation of coal resources  That same determination holds wath even greaer force in 2012
for the Colstrip Alignmeni, which will hkewisc be uscd to transport vital coal resources in
response to market demands  As will be shown 1n this Application and the verified statements
submitted in support of it, the devcloper of the Otter Creck mine, a subsidiary of Arch Coal, 1s
moving forward to devclop the very substantial low sulfur, sub-bituminous coal resources at
Otier Creek and 10 transport that coal via the TRRC. Arch in faci has chosen 1o invest in the
TRRC, having assumed an approximalely onc third ownership share in TRRC’s parent  Further,
BNSF, which alrcady has a substanual nctwork of rail lines serving the Powder River Basin, is
likewise confident that the TRRC rail line will be used to transport a significant volume of coal
between Otler Creek and the national rail nciwork  BNSF has demonstrated this confidence by
also investing as an approximately one third owner in TRRC’s parent  BNSF is also the
proposed sole operator of the TRRC line and i that capacily joins in this Supplemental
Application

The State of Montana, which has already benefited from the leasing of the coal tracts at
Otler Creck, will benefit from 1ovalues carned from the coal produchion at Outer Creck as well as
from increased employment and associated economic development  These significunt public

benctits are discussed further bejow,

* Should the permitting agencics, including the STB, decide that some other alignment
from among the alicrnauves being considered s pielerable, TRRC 1s not hereby {orcclosing the
possibility that the line would be constructed along a different alignment.
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TRRC docs not intend Lo constiuct the 1ail lines south of Terminus Points | & 2 (located
south of Ashland, MT) that were the subject of its applications mn the now-dismissed TRRC 11°
and TRRC 1116 proccedings. Thus, the various concemns raised by Native American groups. the
National Park Scrvice and others about building a rail line south of the Ashland area and
proximate to the historically sigmificant Wolf Mountains battic{icld site arc no longer pertinent.

In fwither support of this Application, TRRC submits the followinyg information as
required by 49 C I' R. Part 1150 and contemplated by the Board's June 18 and November 1

Decisions.

OVERVIEW (Scction 1150.2)

(a) A brief narrative description of the proposal.

By thus Supplemental Application, TRRC is secking authority to construct and operate a
rail line between Colsirip, MT and Ashland/Outer Creek, MT, the southern poition of which was
previously approved by the ICC in 1986. The principal purpose of the Tongue River Railroad
project 1s to transport low sulfur, sub-bituminous coal, from mine sites developed in Rosebud
and Powder River Counlics, Montana, including proposed mines in the Otier Creek arca.

‘The coal resources available for transportation [rom the Ouer Creck area will be
substantial, consisting of the aboult 1.5 billion tons, which makes Otter Creck onc of largest

undeveloped sources of low sulfur, sub-bituminous coal in the Unied States. See Rowlands VS

5 The TRRC 1l proceeding is Finance Docket No. 30186 (Sub-No. 2). Tongue River
Ralroad Company - Rail Construction and Operations — Ashland 1o Decker, Moniana.

8 The TRRC I11 procced:ng is Finunce Dacket No. 30186 (Sub-No 3), Tongue River
Railroad Company, Inc —Constructionand Operanons — Western Alignment
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at12.”7 The TRRC hne will provide the only rail service available 1o this resource and to other
considcrable coal resources in the Ashland arca. /d  See Bobb VS at 5.

Development of the Otter Creck coal resource is moving forward at this time. Following
approval of the Montana State Land Board on March 18, 2010, the Otier Creek coal tracts were
leased by the Siatc of Montana to Ark Land Company (“Ark™); a subsidiary of Arch Coal Inc.
(“Arch™). Those coal resources have been agpregaied with other coal resources on adjoining
coal tracts now controlled by Ark. Otter Creck Coal, a subsidiary of Arch and an affiliate of
Artk, has already sought and obtained a prospecting permit Irom the Montana Department of
Environmental Quality (“"MDEQ") for the Oticr Creck area  On July 26, 2012, Ouer Creek Coal
filed a mine permit application with MDEQ sccking authority 1o develop and operate a
substantial coal mine in the Otter Creek area  See Rowlands VS at2 On December 14, 2012,
MDEQ issued a determnation that the Ouer Creek Coal permit application was admunistratively
complete and that MDEQ will proceed with environmental review of the mine proposal.  See
hup//www deq mt.povi/ea/coal.mepx

The TRRC line will provide a dircet and efficient link between the coal resources and the
national 1ail network. The northern end of the propoesed rail line will connect to the existing
BNSF Colstrip Subdivision just south of Colstrip, MT and then generally parallel exisuing State
and County roads 1o the southeast to the Tongue River where it will turn south traversing a route
cast ol Ashland to a bifwication point south of that community where it will split into two
branches — (1) one of which will continue southwest and terminate at Terminus Point 1, the

previously proposed Montco Minc location (*Monico Mine Spur”), and (2) the other of which

7 See Verilied Statement of William M Rowlands, President of Outer Creek Coal
(herealter “Rowlands V8™ The verified statcments of William Rowlands and Stevan Bobb.
President of Tongue River Railroad Company, Inc., (hereafier “Bobb VS”) are included in
Appendix A.
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will continue south along the Otter Creck dramage 1o Terminus Point 2 at the planned Otter
Cicek Mine (“Otter Creck Spur”™). See Exhibit C map of proposed linc.

The proposced rail line is generally consistent with the Colsuip Alternative analyzed in the
1986 Decision, with the exception of approximately {ive miles of the rail line, which will now
generally paialtel Greenleal Road {S-447) rather than Roc & Cooper Creck as onginally
considered. From approximately nine miles north of Ashland 1o Terminus Points 1 and 2, the
proposed Colstrip Alignment, with some 1eflinements, matches the rail line previously approved
by the ICC in 1986 The relinements to the alignment adcdress rail operational considerations
that were raiscd subsequent to the 1986 Decision. They geneially entanl a straightening and
shortening ol the rail alignment approved in 1986. Most of these refinements were considered in
the TRRC 11l procceding The reiinements are illusirated in Exhibil C, which includes a
schematic diagram comparing the alignment of the Otter Creck Spur considered in 1986 with the
alignments now proposcd and also includes aerial photos which arc reproduced from the Final
IZ1S in the TRRC I proceeding showing the modifications to the portion of the alignment that is
now part of the proposcd Colsirip Abhgnment.2

The proposcd TRRC rail hne will conneet to the existing BNSF Forsyih Subdivision
main line via the existing BNSF Colstrip Subdivision branch line. See Exhibit C. Upgrades 1o
the existing BNSF Colstrip Subdivision and the connection between the Colsirip and Forsyth
Subdivisions, known as Nichols Wyc, will be made to bring the BNSF branch line up lo current

main line standards Construction of the TRRC raul line will commence ncar the south end of the

% The acrial photos describe the refinements as “1998” refincments, reflecting the date
that they weic first proposed  The photos reflect the namies of property owners at the time these
photos were taken, but the ownership information may no longer be accurate. The photos do not
refleet the refinements to the Ouer Creck Spur, which are shown on the map that 1s also part of
lixhibit C
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BNSF Colstrip Subdivision (Point A on the [irst map in Exhibit C) and continue generally
southeast to Ashland, MT and then south of Ashland to the two branch lines — the Otier Creck
Spur and the Montco Mine Spur.

Because the Colstrip Alignment is significantly shorter in length than the route previously
approved in 1986, the proposed TRRC rail line will require less land 1o be acquired for the right-
of-way, will result in fewer at-grade privale crossings, and will result 1n a lesser volume of carth
work. As a tesult of moving the north end of the rail line to Colstrip from Miles City,
construction of the Colstrnp Alignment will utilize existing transpoitation corridors 1o a [ar
greater extent than the previously approved route, and will result in a ranl line that parallels the
Tonguc River valley for only a fraction of the distance compared 10 the previously approved
rouic with atiendant environmental, operating and cconomic advantages. Morcover. unlike the
previously approved route, the Colstrip Alignment will result in no encroachment of the Miles
City Fish Haichery or the United States Depariment of Agriculture LARRS facility.

The full name and address of apphcani(s).

(h)

TRRC’s lull name and address s:
Tonguc River Rmlroad Company, Inc.

1302 24™ Sireet West, #315
Billings, MT 59102

INFORMATION ABOUT APPLICANT(S) (Scction 1150.3)

(a) The name, address, and phone number of the representative to receive
correspondence concerning this application

Correspondence relating to this Supplemental Application should be directed to the
following representative ol TRRC:
David H Coburn

Sieptoe & Johnson LLP
1330 Connecticut Avenue, N.W,
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Washington, DC 20036
(202) 429-8063

(202) 261-0565 (FAX)
deoburn@steptoc.com

(b) Facts showing that applicant is cither a common carrier by railroad or has been

The Tongue River Railroad Company. Inc 15 a corporation that was formed 1o construct
the ral line previously approved by the Board and its predecessor in the 1986 Decision, the 1996
TRRC 11 Decision and the 2007 TRRC 111 Decision * TRRC no longer seeks 1o construct the rail
line from Terminus Point | 10 Decker, Montana authorized in the 1996 TRRC I Decision and
the 2007 TRRC 111 Decision

A copy of the Centificate of Incorporation of Tongue River Railroad Company. Inc. is
attached hereto as Exhibit B. This is the same Certificate that was filed on May 1, 2003 as
Iixhibit | (o the Supplemental Verified Staiement of Mike T. Gustafson included with the
Supplemental Evidence of Tonguc River Railroad Company in Finance Docket No. 30186 (Sub-
No 3)

As the Certificate of Incorporation reveals. TRRC was orgamzed, among other things, 1o
design, plan, conduct engincering studics of, arrange [inancing for, and obtain all nccessary
federal, stale, and local permits and authorizations for the construction and the operation of, to

secure rights-of-way for and o construct, equip and operate railroads  TRRC intends that its line

® The 1996 TRRC 11 Decision authorized TRRC to construct a rail line south of Ashland,
MT 10 Decker, MT  See Finance Docket No. 30186 (Sub-No 2), Tongue River Railroad Co —
Rail Consiruction and Operation — Ashland 1o Decker, Montana (served Nov. 8, 1996) The
2007 TRRC 1 Decision authorized TRRC 1o construct the rail line from Ashland, to Decker,
MT wia the Wesiern Alignment rather than the Four Mile Creek Alternative. See Finance Docket
No. 30186 (Sub-No. 3), Tongue River Railioud Company, Inc, — Construction and Operation —
Western Alignment (served Oct. 9, 2007)
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be operated as a common carrier line that transporls coal and any other commodities that may be
uansporicd on reasonable request by shippers that locate on its rail line.

(c) A statement indicating whether the rail line will be operated by applicant. [f not,

the operator which has been selected must join in the application, and provide all
information required for an applicant. If the operator has not yet been selected
state who is being considered.

BNSF is expected to be the sole operator over TRRC’s rail line pursuant 1o an agreement
that has yei to be reached. TRRC will promptly inform the Board when a final agreement is

rcached with BNSF

(d) A statement indicating whether applicant is affiliated by stock ownership or
utherwise with any industry to be served by the line. If so, provide details about the
nature and extent of the affiliation.

The only stockholder of Tongue River Railroad Company, Inc is Tongue River Hoiding
Company, LLC (“TRR Helding™), a Delaware limited liability company  Arch, a non-canier.
holds a 34 68% membership interest in TRR Holding. BNSF, the expected operator, also holds a
34.68% membership mterest in TRR Holding  Ark has leased the Qtier Creek coal tracts from
the State of Montana and Great Northern Properties Limited Partnership ("GNP™) Coal
produced fiom those Otter Creek coal tracts is 10 be served by the TRRC rail line

Date and place of organization, applicable State statutes, and a brief description of
the natare and objectives of the organization,

(c)

TRRC was incorporated in the Stale of Delaware on September 4, 1998 pursuant to
Delaware General Corporation Law. Prior to that. TRRC was regsiered as a Montana limited
Liabilty parinership with the Office of the Secretary of the State of Montana on June 19, 1981,
under Document 283235, according 1o the provisions of the Montana Limited Partnership Act,
Tile 35, Chapter 12, A/CA, 1981, and, o the extent applicable. of the Montana Uniform

Partnership Act, Title 35, Chapier 10, A/CA, 1981,
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This corporation was organized lo projccl, design, plan, conduct engineering studics of,
arrange financing for, and obtain all applicabic lederal, state, and local permits and
authorizations for the consiruction and the operation o, to sccure nghts-ol-way for, and to
construcl, cquip and operaie railroads  As lirst reported to the Board 1n July 2011, on July 1,
2011, all of the stock of TRRC was sold to TRR Holding, which is jointly owned by BNSF, Arch
Coaal, Inc. and non-carner TRR Financing, LLC (“TRR Financing™). a Delaware limited liability
company controlled by Mr. Forrest 5. Mars, Jr

BNSF, the expecled sole operator, was originally incorporated in the Staie of Delaware
under the name Greal Northern Pacilic & Burlington Lincs, Inc. on January 13, 1961 pursuant 1o
General Corporation Law of Delaware ‘The purposc of the corposation was lo engage in any
lawful act or activity for which corporations organized under the General Corporation Law ot the
State of Delaware as the same existed at the lime of incorporation or might be theiealler
amended.

n If & corporation, submit:

(1) A hst of officers, directors, and 10 principal stockholders of the corporation
and their respective holdings. A statement whether any of these officers,
dircctors or major sharcholders control other regulated carriers. Also # list
of entities, corporation(s), individual(s), or group(s) whe control applicant,
the extent of control, and whether any of them control other common
carriers.

The ofTicers and dircctors ol Tonguc River Railroad Company, Inc are

Stevan B. Bobb President
Julic A iggon Vice President = Finance
C Alec Vincent Treasurer

Robert M Criswell  Scerctary

Stevan B. Bobb Director
Ken Cochran Director
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As shown in the table below, the sole sharcholder of Tongue River Railroad Company,
Inc is TRR Holding, a Delawaie limited hability company BNSF, Arch Coal, Inc., and TRR

Financing each own approximately a onc-third, more or less, interest in TRR 1lolding.

Arch Coal, Inc. BNSIF Raillway Company TRR Financing, L1.C
34 63% 34.68% 30.64%

Tongue River Holding Company, LLC
(Sole Sharcholder)

Tonguc River Rmlroad Company, Inc

None of TRRC's oflTicers, dircctors, or its sole stockholder. TRR Helding, control other
regulated carriers. No entitics that control applicant control other conunon carriers. However,
BNSJ plans to shortly submit an application to the STB secking authority to acquire control of
TRRC under 49 U.S.C. § 11323(a) (3).

The officers and directors ol BNSF, the expecled operator, are:

Matthew K. Rose Chairman and Chiel IZxceutive Officer

Cari R. Ice President and Chief Operating Officer

Gregory C. Fox LExccutive Vice President — Operations

Thomas N Hund Exccutive Vice President and Chiel
Financial Officer

Stevan B. Bobb Execuuve Vice President and Chiel
Markecuing Officer

Roger Nober Exccutive Vice President - Law and
Sccretary

John O. Ambler Vice President — Comporate Relations

Paul B Anderson Vice President — Marketing Support

Michacl R. Annis  Vice Piesident - Tax

Paul W, Bischler Vice President and Chiel Sourcing Officer

Stephen G. Branscum Group Viee President — Coal

Rollin D. Bredenberg Vice President — Capacity Planning and
Operations Rescarch

M. Rizwan Chand  Vice Picsident und Chief Hluman Resources
OfTicer
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Fredenick G. (I'rtz)
Draper

Geoige Duggan
Kathryn M Farmer
John J. Fleps
David L. Freeman
Dawid L. Garin
Amy C. Hawkins
Kevin Kgufman

Robert W Lease

John D. Lovenburg
Frederick R. Malcsa

John Miller
Jo-ann M. Olsovsky

Julic A Piggott

Rob M. Reilly
Chris A. Robeits

Mark A Schulzc

Sanford C Scxhus

Vice President - Business Unit Operations

Vice President — Coal Marketing

Group Vice President - Consumer Producis
Vice President — Labor Relations

Vice President — Transpertation

Group Vice President - Indusinal Products
Vice President — Government Aftairs
Group Vice President —~ Agricultural
Products

Vice President — Service Design and
Performance

Vice President — Environmental

Vice Pigsident International Intermodal
Markcting

Vice President — Industnal Products Sales
Vice President — Technology Services and
Chicl Information Officer

Vice President — Planning & Studies and
Controller

Regional Vice President — Operations
Vice President — Mechanical and Value

EEngmceering
Vice President — Safety, Training and
Operations Support

Vice President — Enginecring

Charles W, Shewmake Viee President and Genceral Counsel

Michacl C ShiiclitT
Denis J. Smith

Jon Sicvens

David W Stropes
C Alec Vincent

Richard E Wecicher
Thomas G Williams

Dean H. Wise
Jeffrey B. Wright
Judy K. Carter
Pcler M Lece

Beth A, Miller
Vickie J. Popegjoy
Jelfrey T. Williams

Regional Vice President — Operations
Vice President = Industnal Products
Marketing

Assistant Vice resident and Assistant
Controller

Vice President — Corporate Audil Scrvices
Assistant Vice President — Finance and
Treasurer

Vice President and Genceral Counsel —
Regulalory

Vice President Domestic Interimodal
Marketing,

Vice President — Network Strutegy
Regional Vice President — Operations
Assislanl Sccrelary

Assislant Secrclary

Assistamt ‘Freasurer

Assistant Sccrelary

Assislani Secreiary
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Patricia Zbichorsks  Assistant Scerctary
Kurt A. Geringer Vice President (limited authority)

Matthew K. Rosc Dircclor
Carl R Icc Director
Gregory C Fox Director
Thomas N. Hund Directlor
John P, Lanigan, Jr  Dircclor
Roger Nober Director

(Z)  Ascxhibit A, any resolution of the stuckholders or directors
authorizing the proposal.

See Exhibit A attached.

Section 1150.3, Paragraphs 2(g), 2(h), 2(i) and 2(j) arc inapplicable.
INFORMATION ABOUT THE PROPOSAL (Section 1150..4)

A description of the proposal and the significant terms and conditions, including

(w)

consideration 1o he paid {(monctary or otherwise). As exhibit B, copies of all

relevant agrecments,

This Supplemental Application seeks Board authorization to construct a rail linc belween
Colstrip, M and Ashland/Otter Creck, MT referred 10 as the Colstnip Ahignment. The Colstrip
Alignment connects to the BNSF Forsyth Subdivision mun line via the existing BNSF Colstrip
Subdivision branch line, which intersects the Forsyth Subdivision at a BNSF siation known as
“Nichols Wye™ approximately six miles west ol Forsyth, MT Upgrades to the BNSI Colstrip
Subdivision and the connection between the Colstnp and Forsyth Subdivisions will be made to
bring the branch line up to current main line standards.

‘The north end of the TRRC rail line will connect to the existing BNSIF Colstnp
Subdivision just south of Colstrip, MT (Point A on the first map in Exhibut C) and conlinue
southeast, crossing and paralleling Cowereek Road for aboul seven miles before crossing

Roscbud Creeck Rouad and then Greenleal Road (S-447). The rail line will then run generally
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parallel to Greenleal' Road for about eleven miles 1o the southeast before crossing Tongue River
Road (8-332) and then the Tongue River.

From just cast ol the Tongue River crossing, approximately nine miles north of Ashland.
MT, the proposed TRRC rail line will begin 1o maich the alignment previously approved in
1986, with some relincments, and continue south traversing a route cast ol Ashland where the
line wilt divide at & bilurcation peint, with one branch proceeding up the Otuer Creek drainage W
Terminus Point 2 and the other branch cxtending up the Tongue River valley 1o the previously
proposced Montco Minc at Terminus Point 1. The refincments to the ail line approved in 1986
on the southern portion of the Colstrip Alignment have been made 1o the proposed preliminary
track centerline based upon more detailed analysis. ‘These refinements result in a variance that is
generally no more than one-quaiter mile from that portion of the rail line approved in 1986, See
acrial vicws and schematic showing refinements at Exhibit C

The TRRC rail linc will be a single truck lacility constructed of continuous-welded ral,
and will be bult and maintained to Federal Railroad Admimstration (“FRA™) Class 3 standards
The rail will be placed on a prepaied grade and will occupy a mimmum right-of-way (“ROW™)
ol 200 feet 'TRRC will of course be subject 1o FRA salcty standards

The TRRC rail line design includes one passing siding with 8,500 foot clear length. The
siding will be consirucied as volumes warrant. The location of the siding will be determined
based on (urther engineering work. Number 20 clectric powered switches will be used to permit
route diversion at speeds up to 40 MPH. In addiuon to the passing siding, approximatcly three
set-out tracks between 500 feet and 4.000 feet in length (between clearance puints) will be
constructed of continuous-welded rail, and will provide for tcmporary storage of cars requiring

repan and for storage and clcaring ol mainicnance equipment.
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The estimated construction cost (in 2013 dollars) of the proposcd TRRC rail line 1s
approximately $416 million The estimate includes all costs associaied with excavation, major
structure installation, construction reclamation, track installation, signals and communications
system. and railroad infrastructure. A break-out of the costs is contained in Appendix B

Details about the amount of traffie and a general description of commoditics.

(b)

The primary commodity to be transporied over the TRRC rail line will be coal moving
fiom the proposed Otler Creck coal mine and other mines that might be developed in the [uture
in the Ashland area  The coal reserves subject 1o the leases between Ark and the Staie of
Montana and the lcase between Ark and GNP 1n the Otier Creek arca near Ashland contain
approximately 1.5 billion wons of low sulfur, sub-bituminous coal. See Rowlands VS a1 2
Construction of the TRRC hine will provide, for the first tunc, rail service 10 one of the largest
remaining undeveloped reserves ol low sullur, sub-bituminous coal in the United States /il As
explained in the Rowlands Verified Siatement at 3, TRRC anticipates that, at (ull production,
approximately 20 million tons of coal wall be moved annually over the TRRC line from Otter
Creck Coal’s planned mine in the Otter Creck arca. When the mine is at [ull production, coal
tonnage hauled will result in approximately 26 round trips per week on a 7-day weekly schedule.

(c) The purposes of the proposal and an explanation of why the public convenience and

necessity require or permit the proposal.

Under the current public convenience and necessity statutory provision in 49 U.S.C
§ 10901(c) that was adopted in ICCTA in 1995, the Board must approve a constiuclion
apphcation unless it finds that the consiruction is “inconsisient with the public convenience and

necessity.” Under the prior provision in cifcct belore 1995. the Board's predecessor was

1% As explained herein, the language of 49 C F.R. § 1150 4(c) dues not reficct the current
statutony stundard as modified by the Interstate Commerce Commission Termination Act of 1995
("ICCTA™).
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required to approve a construction application if it found that “present or future public
convenience and necessity require[d| or permit[ted]” it.!' ‘The current public convenicnce and
nceessity standard 1s more relaxed than the previous standard and creates “a siatutory
presumption that 1ail construction is to be approved.™ See, e g.. Mid States Coal. Progress v
Swurface Transp Bd. 345 F.3d 520, 552 (2003); Finance Docket No. 30186 (Sub-No 3), Tongue
Rner Ralroad Company, Inc —Construction and Operations — Western Alignment. at 13 (served
Oct. 9, 2007)

The Board has approved scveral recent rail construction applications, finding that they
met the public convenience and nccessity standard o1 wairanted an exemption from regulation.
See. Finance Docket No. 35095, Alaska Ratlroad Corporation — Construction and Operation
Fxemption — A Ratl Lie Extension to Port Mackenzie, Alaska, (served Nov 21, 2011); Finance
Docket No 34284, Svutinvest Gulf Rarlroad Company — Construction and Operation Exemption
— Medma County, Tx, (served Dec 18, 2008), Finance Docket No 33407 Dakora, Minnesota &
Eastern Railroad Corporation Construction into the Powder River Basin (served I'eb. 15, 2006)

The current public convenicnee and necessity standard applies Lo this Supplemental
Application. While this procceding was originally openced in the 1980s when the prior provision
was in effect, the Board has made it clear that it is undertaking a full review of TRRC's
application, treating 1t like a ncw apphication. As the Board cxplained 1n its November |
Decision at 2

We make clear here that we rcopened the Tongue River
proceeding to review n full what is now the entire Tongue River [
linc construclion project. The Board's review will include not only
the new environmental review of the cnuire construction projeci

that will be prepaied, bul also an examination of the transportation
merils supporting the entire Tongue River [ line

' See former 49 U S.C § 10901(a) (1988).
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Because the Board 1s reviewing this apphcation as though it were an application submitied in a
new poceeding, the current public convenience and necessity standard applies However, as
shown below, TRRC's proposal to construct and operate the Colstrip Ahignment meets the public
convenience and necessity standard under the prior standard as well, because the current or
{uture public convenience and necessity “‘requires or permits” TRRC's construction proposal.

TRRC’s purpose in submitting this Supplemental Application is to receive Board
authority to construct and operate the Colstrip Alignment, a rail hine between Colstrip, MT and
Terminus Points 1 & 2 The TRRC rail line is the only viable nansportation option for a vast
coal source that a subsidiary of Arch is currenily developing in the Otter Creck area As
cxplained above, Ark, a subsidiary ol Arch, has lcased Quer Creck coal tracts [rom the Staie of
Montana and GNP. Otter Creck Coal, LI.C, an afTiliaie of Ak, has alrcady obtained a
prospecting permit [rom the MDEQ and filed a mme permit apphcation with the MDEQ 1o
construct and operate a minc in the Otter Creck arca  See Rowlands VS at 2. The Swate of
Montana has delermined, through its leasc of the Otter Creek tracts o Ark that its ciizens will
benefit [rom the mining ol this coal.'?

A study prepared by the University of Montana’s Burcau ol Business & Economic
Rescarch titled “The Impact of Otter Creck Coal Development on the Montana Fconomy™
(hercafter *“Montana Suly”) found that the development of Otier Creck coal, including the
13

construction and opcration of the railroad, would substantially benefit the Montana economy.

The Study, which was bascd on the Miles City alignmeni of the TRRC line, found that “with the

"2 The State Land Board's leasing decision has been affirmed by the Montana Supreme
Court. which held that the Board was nol required to undertake an environmental review under
Montana law 1n connection with the leasing decision Northern Plains Resource Council v
Meontana Bd, Of Land Comm 's, 288 P3d 169 (Mont. 2012)

'3 This Study is attached as Appendix D
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Otier Creck coal development the stale economy would be significantly larger, more prosperous,
and more populous than would otherwisc be the case ™ Mantana Study at 4. For example, it
concluded that such development would result 1n the creation of more than 2,600 jobs duning
construction of the mine and 1ailroad, and more than 1,700 new permanent jobs duiing
operations of the mine /d The jobs will result rom direct employment by the mine and
1ailroad, and would also be created in the retail, health care, construction, government and health
care scctors, among others,

The Moniana Study also concluded that the development would increase Montana
personal income by morc than $100 million during construction of the mine and ralroad, and by
motc than $125 million per year during mine operations /d In addition, the study found that
the development would generate substanual tax revenues for the state ol Montana. Jd

The Board should also take 1into account that coal production 1s expected to grow in the
United States during the years that the TRRC hine would be operational  According to the U.S.
Encrgy Information Administration's Annual Energy Outlovk 2012 at page 98, U S. coal
production will grow at an annual rate of 1% aller 2015 through 2035 bascd on the Reference
Case. “with coal usc for cleclricity generation increasing as clectricily demand grows and natural

gas prices rise.”"

The same report lorecasts that Western coal production will also continue to
grow, as will demand, albeil at a slower ratc of growih than in the past. Jd. Coal use is
predicted Lo increase for use in the producuion of synthetic liquids and for export /e

‘There is also demand for coal overseas. To the extent some portion of the Otter Creck

coal may find markets overseas (see Rowlands VS at 4) through U.S. ports along the Atlantic,

Pacific, Great Lakes or Gull Coasts, the export of that coal does not diminish the need for the

" hitp:/fwww.cia.gov/forecasts/aco/pd 70383(2012).pdl
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TRRC linc. It goes without saying that large volumes of rail traffic ioday consist of poods
transported to ports for export.  Morcover, the Obama Admuustration’s National Lixpoit
Initiative 10 grow the nation’s exports undeiscores that export traffic 1s consistent with the
national interest. See Exccutive Order 13534 (March 11, 2010) at
huip:/Awww.whilchouse.gov/the-press-office/executive-order-national-cxport-inttiative (citing
increasing exporis as a “critical component™ to the nation’s job growih and economic health)

Given the explicit need for transportation of coal [rom the Ouer Creek arca and the lact
that the TRRC rail linc 1s the only viable means by which 1o transport such coal to market, it
clearly would serve the public convenience and necessily Lo authorize the construction and
operation of the TRRC rail line. This is not a rail ling that is being proposed for consiruction
bascd on speculation or with only a thin public interest need. The [act that BNSF and Arch have
invested in the TRRC rail linc and are prepared to expend substantial resources to build it
underscores the need for the rail line. Indeed, the market is the best governor of the demand for
a new rail linc and here market lorces are coalescing behind a determination that the coal
resource at Outer Creek should be developed and uanspoited  Where industry players are
prepared Lo dedicate resources to a significant mine and the railroad nceded to transport the
minc’s product to market, the STB has no grounds for [inding that construction and operation arc
inconsistent with the public convenience and necessity.

Moreover, the TRRC proposal to construct and operate the Colstrip Alignment meets not
only the current standard for approval of new construction, but the pre-ICCTA siandard, which
required that *present or future public convenience and necessity require or permit” the proposed
ra]l construction and operation, Applying that siandard in 1986, the 1CC determined that the

construction and operation ol the then proposed Miles City rail line was consistent with the
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public convenience and necessity. Specifically. in approving that rail line, the ICC stated ~|wle
adopl the reasoning and conclusions ol the initial decision finding that the consiruction.
eperation, and financing of the subjcct linc by TRRC mect appropriate public interest standards
in 49 U.S.C. 10901 and 11301. The evidence of record shows a need [or rail transportation to
scrve coal nunes in the Tongue River valley. This 1s a provident and necessary expenditure that
will give shippers new rail service to their benefit and 1o the benefit of the public as well ™ 1986
Decision at 10.

TRRC's current Colstrip Alignment proposal serves public convenience and necessity
cven beter than the rail line approved in 1986 The need for the rail line is more apparent now
because a mune that will be served by the railroad 15 1n the process of being developed in the
Ouer Cicek arca In 1986 when the ICC approved the Miles City route, no mine permit
application had been filed for any mine that would be served by the TRRC rail ine  The Colstrip
Alignment also seives the public interest better than the rail linc approved in 1986 because 1t will
have lewer environmental impacts than the approved ranl Line as described below. Most notably.
the Colstrip Alignment will be approximately 46 miles shorler than the route previously
approved by the ICC wath atiendant environmental, cconomic and operating advantages The
Colstrip Alignment also avoids the Miles City Fish Hatchery and the United States Department
of Agnculure’s LARRS facility. Given that previous TRRC rail hine approved in this
procceding mel the then-governing public convenmience and nccessily siandard. the proposed
Colstrip Alternauve clearly meets that standard as well. A discussion of some of the key lactois
that favor approval of the proposced line follows

A. Environmental Factors
In the Draft and Final EIS’s prepared in the TRRC | proceeding, the ICC’s Section of

Energy and Environment, predecessor to the STB's Office of Environmental Analysis, found thai
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among the routes studied, boih the originally prefeired route proposed by TRRC (the Miles Cuy-
Ashland/Otter Creck Route through the Tongue River valley) and the Colsirip Ahgnment were
the two fecasiblc routing options from among those studied See 1986 Decision at 6 (“The FEIS
concluded that the route proposed by TRRC and the Colsirip Alternate were feasible choices.™).

In fact, in most resource categorics uscd for comparing the various alignments under
revicw, the Colstrip Alignment was determined o have [ewer environmental impacts. See able
4-14 of 1983 Drafl EIS in the TRRC | proceeding, entitled “Summary Impact Table” attached
hereto in Exhibiat H, Exccutive Summary of the 1985 Final EIS in the TRRC 1 proceeding and
Scction 4.15 of that Final EIS, entitled “Summary Comparison ol Proposed Action and
Alternatives,” all atlached hercto in EExhibit H. While TRRC recognizes that a new LIS 1s 1in
process.in this proceeding and that the Colstrip Alignment and other alternatives will once again
be reviewed and compared, certain inherent advantages of the Colstrip Alignment are likely to
demonstrate that that Alignment will have fewer adverse environmental impacis than the other
aliernative routces, specifically, the fewer number of miles of new Lrack construction averall and
the fewer number of miles in the Tonguc River valley as compaied to other routes

A key environmental advantage to the Colstrip Alignment stems [rom the fact that
significanily fewer miles of new rail line would need to be constructed. This is so because the
Colstrip Alignment takes advantage of the already-existing BNSF Colstnp Subdivision, a single
track line that links BNSF’s Forsyth Subdivision with an arca southeast ol the ity of Colstrip
See map at Exhibit C. The cxisting BNSF Colsirip Subdivision, apart from an occasional local
train, 1s not uscd for regular train sc1vice today and thus the operation on that Subdivision of
trains using the TRRC Colstrip Alignment will not resull in any tran contlicts or otherwisc

overburden the hine. Bobb VS at 3. The Colstrip Subdivision was used for train service at the
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ume the Colstrip alternative was assessed in the Draft and Final EISs prepared by the [CC in the
1980’s.

In terms of new construction, the Colstrip Alighment is 46 miles shorier required than the
Miles City route approved in 1986 and 41 miles shorter than the Modified Miles City aligpnment.
It 15 also shorter than other routes previously considered for the TRRC line in the TRRC I
procceding, namely, the Moon Creck and Tongue River Road alignments. [n large measurc as a
result ol the fewer miles ol new truck that would need Lo be constructed, the Colstrip Alignment
would impact {according 10 the prior EISs in this procceding) lewer landowners, fewer acres,
fewer privale road crossings, fewer streams, and fewer cultural resources sites. See Exhibit H,
The prior studics also show that it would have fewer unpacts to vegetation and wildlife and
impact less agricullural property, among other advantages. /d

Further, 10 a greaier extent than other alternatives under review, including the Modificd
Miles Cuy Alignment, the Colstrip Alignment lollows existing transportation coiridors.
Specifically, the Alignment would follow Cowcereck Road and Greenleafl Road. prior 1o
traversing parallel 1o Tonguc River Road and (for Terminus Point 2) Otter Creck Road  See map
at Exhibit C. The advantages ol the Alignment lound in the prior EISs aic likely to be enhanced
by the current Colstrip Alignment proposal which would route the Alignment along Greenleal’
Road for the entire distance between Rosebud Creek and the Tongue River Road, an increased
distance along exisung transportation corridors ol about 5 miles compared to the Colstrip
Alernative route studied in previous EISs. By following the existing corridor of the road, as
opposcd to creating a new corridor for this approximate distance as proposed 1n the version of
the Colstrip Alignment previously considered in the Tongue River 1 EISs, there are likely to be

even fewer disruptions 0 agriculural and ranching operations in the arca  See l3obb VS at 3-4
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Further, the modifications proposed to the portion of the Colstrip Alignment that was previously
approved by the [CC in 1986 (the portion south of the Greenleaf Road area) may result in some
environmental bencefits, including fewer impacis (o the river valley as a result ol locating the lhine
further west of the Tonguc River. See Bobb VS at 7.

The Colstrip Alignment not only has the advantages ol requiring less new track
construction and of following existing corndors. 1t also has the environmental advantage over
other routings considered previously of reducing the number of railroad miles traversing the
Tonguc River valley. Heading south from its northern terminus at the existing BNSF Colsirip
Subdivision south of the city ol Colsirip, the Alignment would enter the Tongue River valley
ncar the point where Greenleal’ Road intersects with Tongue River Road, and traverse the valley
for a distance ol only 17 miles o Terminus Point 1. See Bobb VS at 6. In contrast, the Miles
City route approved in 1986 traversed the Tongue River valley for 81 miles Thus, potential
impacts 10 the valley and 10 the Tongue River, including water quality, very hkely would be
teduced, as lound in the priot TRRC [ EISs  See Exhibit H, Bobb VS at 6-7.

The Colstrip Alignment also has the significant advantage of not impacting the State of
Montana’s Miles City Fish Hatchery or the U.S Department of Agriculture’s LARRS siation
See map al Cxhibit C, Bobb VS at 7. Impacts to these two facilitics have generated controversy
in this proceeding, and, thus. a routing that avoids them entirely is advantageous.  Ancther
advantage 1s that the Colstrip Alignment would not require any crossing ol [-94 (vee map al
[Exhibn C), as would be required under the Miles City route  See Bobb VS at 7.

B. Economic and Operating Factors
Construction of the Colstrip Alignment ts estimated Lo cost 3416 multion in 2013 dollars.

a substantial cconomic savings compared 10 the approximately $625 million estimated

-25-




construction cost in 2012 dollars for the Modified Miles City Alignment '* The Colstrip
Alignment 1s also less costly to construct than other alignments under consideration, the cost of
cach of which would exceed $700 nulhion.

Operations over the Colstrip Alignment will nol require a different number of
locomotives than would be the case for any of the other alternatives See Bobb VS at 7 FFurther,
the alignment will be designed to cfficiently handle unit trains of coal. See Bobb VS at 7. The
Colsuip Alignment would require longer operations against ruling grade (about 12 mules) as
opposcd to other alternatives, including the Modified Miles City Alignment, See Bobb VS at 7
However, the overall shorter distance of the combined Colstrip Alignmenv/existing BNSF
Colstrip Subdivision routing beiween Ouier Creck and the BNSF Forsyth Subdivision will ofTset
lo some extent the longer distance of such against-grade opertions  See Bobb VS i 7.
Morcover. Colstrip Alignment is operationally feasible for unit trains of coal and its
charactenistics are not markedly different from those of other lines operated by BNSF that haul
coul unit 1rains  See Bobb VS at 7-8.

For Ouer Creck/Ashland coal wraffic heading westbound, the Colstrip Alignment’s
general northwest/southeast onientation offers a reduction in the lotal mileage from origin to
ulumate destmation for the coal, climnating 50 miles (100 miles round-trip) that the traffic
would otherwise have to travel on the exisung BNSF Forsyth Subdivision if that tralfic entered
that Subdivision at or ncar Miles City as 1t would under the other alignments being considered.
See Bobb VS at 8 Whle eastbound coal traflic would ulumatcly ravel about 38 miles (76 milcs

round inip) farther under the Colstrip Alignment as opposed to the other routes under

'3 The cost of the Modificd Miles City Alignment has been adjusted upwards based on
further engineering studies undertaken since TRRC filed its October 16 Application. which
reported a Jower eslimalted construction cost ligure.
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consideration (see Bobb VS at 8), the inability 1o predict how much coal traffic will head east
versus west makes 1t impossible 1o accurately measure the implications of the Colstrip
Alignment versus the other routes on this basis. Nonctheless, it merits noting that 10 the extent
the Colsirip Alignment was not chosen by the ICC in the TRRC I proceeding in the 1980s on the
basis that castbound coal traffic would travel a longer distance Lo 1ts uliimate destination, 11 was
assumed at that time thai all or virally all of the coal traiTic would move castbound. That
presumplion is no longer valid — the coal market has cvolved so that [uture coal traffic could
move In cither direction once it reaches the existing BNSF Forsyth Subdivision. See Rowlands
VS 4

Finally, the proposed modifications to the portion ol the Colstrip Alignment in the
Tongue River valley and along the Quier Creek spur, r.e , Lthe portion of the line south of
Gieenleafl Road that was previously approved by the ICC, are designed 1o siraighien the line and
thereby improve the efficiency of the planned transportation of unit coal trains along the line.
See Bobb VS at 8 This will result in fuel usage, operational cost and maintenance cost benefits
relative Lo the somewhat curvier ine previously approved See Bobb VS al 8.
(d)  As exhibit C, a map which clearly delineates the arca to be served including vriging

should also delincate
rincipal higshways, rail routes and anv possible interchanpge points with other

fermini and stations, and cities, counties and States. The ma

railroads. If alternative routes are proposcd for construction, the map should

clearly indicate cach route.

Exhibit C, attached herelo, contains a map ol the proposed rail line from Colstrip to the
two Teiminus Points, Terminus Points 1 & 2. Exhibit C also includces acrial views and a
schematic diagram ol the southern portion of the proposed rail hine show the location of the

proposcd refinements to the rail line relative 1o the routing approved in 1986.
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(c) A list of the counties and cities te be served under the proposal, and whether there is

other rail service available to them. The names of the railroads with which the line
would connect, and the proposed connecting points: the volume of traffic estimated

1o be interchanged; and a description of the principal terms of agreements with

sarricrs covering operation, interchange of traffic, division of rates, or trackage

rights.

The TRRC rail line, as proposed in this application, would serve the following counties
and communitics:

Countics'®

. Roscbud County

. Powder River County
17

Communities

. Colstrip

. Ashland

‘The community of Colstrip and Rosebud County benefit [rom rail service by means of a
BNSF branch linc to Colstrip, The community of Ashland and Powder River County currently
do not have rail service

The TRRC rail line would connect 10 the existing BNSTF Colstrip Subdivision just south ol
Colstrip, MT. Bascd on projecied mine production. TRRC could interchange an average of seven
trains per day with BNSF 1n the imual {ull year of operations. TRRC and BNSF have not yel
recached a specific agreement regarding BNSI's operation of the TRRC rail line

0

The time schedule for consummation or completion of the proposal.

Construction of the TRRC approved rail linc from Colstnp to Ashland/Otter Creck
should take approximately 20 months over three years, assuming a construction scason ol cight

months per year  TRRC anlicipates that the rail line could be construcied and ready for

16 Custer County would be served were one of the other ahgnments under environmental
review 1o be constructed.

"7 Miles City would be served were onc of the other ahgnments under environmental
review to be constructed.
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transportation by the time that coal will begin to be produced {rom the Quer Creck mine, which
1s subject 1o the completion of permitting and a myriad of other factors including, without
limitation, market conditions and gencral business considerations.
() [f a new lince iy proposed for construction:
(n The approximate arca to be served hy the line.
(2) The nature or type of existing and prospective industries (e.g., agriculture,
manufacturing, mining, warchousing, forcstry) in the area, with genceral

information about the age, size, growth potential and projected rail use of
these industries.

3) Whether the construction will cross another rail line and the name of the
railroad(s) owning the line(s) to be crossed. I the crossing will be
accomplished with the permission of the railroad(s), include supporting
agreements. If a Board determination under 49 U.S.C. 10901 (d) (1) will be
sought, include such requests.

(1}  The TRRC rail linc would serve an arca within Rosebud and Powder River
Counties 1n Monlana. Although the TRRC would be a comimon carrier railioad for all
commodiles, the greatest potential use of ral service 1s for the movement of coal. The TRRC
rail line will serve the Ouier Creck coal arca leased by Ark which contains an approximately 1.5
billion 1on coal reserve of low sulfur, sub-bitummous coal.'® In addiuon, TRRC has the potential
lo transpoit additional coal from the considerable coal resources that are located between
Colstrip and the two Terminus Points and will serve any mines developed in that arca  See Bobb
VS at 5. However, at present, theic are no known mine projects other than the Otter Creck mine
in that arca.

2 Al present, the area o be traversed by the TRRC rail line is used primarily

for livestock grazing and to raisc dry-land crops, such as wheat, barley, and oats. Some of the

18 See Rowlands VS au 2.
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land 15 1rrigated, which permus the production of alfalfa and hay. !t is not known at this time
whether other businesses or agricultural interests will utilize rail transportation

The new mine expected to be developed by Otter Creck Coal will be served by the
TRRC Output from Otier Creck Coal’s planned mine 1s predicted to be 20 nmllion tons annually
when the mine 1s at full producuion. See Rowlands VS at 3. It is not known at this time
whether other industries will locate in the arca served by the TRRC hine. but TRRC will hold
itsclf out as a common carrier to transport for any shipper upon reasonable request.

(3)  The ral line will not cross another rail line
OPERATIONAL DATA (SECTION 1150.5)

As exhint ), an operating plan, mcluding traffic projection studies; a schedule of
the operations; information about the crews to be used and where emplovees will be
obtained; the rolling stock requirements and where it will be obtained; information
about the operating experience and record of the proposed operator unless it is an

operating railroad: any sipnificant change in patterns of service; any associated
discontinuance or abandonments: and expected operating economics.

Exhibit D. aitached hercto, contains an Opeiating Plan that scis out 1n general terms the
expected operating plan 1l BNSF operates the TRRC rail linc. As previously noled, the operations
over the TRRC line arc expected to be conducted solely by BNSFE, under an agreement with TRRC
No agreement with respect to BNSF operations has yet been rcached  Nevertheless, BNSF's
general plans for operations over the TRRC line, in the event of such an agreement, are sct forth in
the Operaung Plan.

No associated discontinuances or abandonments are expected in connection with the

construction of the approved TRRC rail line from Colstnp 10 Ashland/Ouer Creek, MT
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FINANCIAL INFORMATION (SECTION 1150.6)

(a) The manner in which applicant proposes to finance construction or acquisition, the
kind and amount of sceurities to be issued, the approximate terms of their sate and

total fixed charges, the extent to which funds for financing are now available, and

whether any of the securities issued will be underwritten by industries (o be served hy
the proposed line, Explain how the fixed charges will he met.

Construction of the Tonguc River Railroad will most likely be financed pursuant Lo one
ol the following oplions.

. 100% cquily contributions [rom some or all of the members of its sole sharcholder,
TRR Holding

2. Guarantce by the some or all of the members of 1ts sole sharcholder. TRR Holding,
of long-term debt privately placed by TRRC,

3. Combinason of cither 1 o1 2 above.

(h)  As exhibit E, a recent balance sheet. As exhibit F, an income statement for the latest
available calendar year prior to filing the application.

Auached hereto are Extubit E. a recent balance sheet for TRRC as of December 31, 2011
and for BNSF, the expcected operator, as of December 31. 2011, and Exhibit F, an income
statcment for TRRC as o' December 31, 2011 and for BNSF, the expecled operator, as of
December 31,2011, the latest available calendar year prior to filing the Supplemental
Application.

(c) A present value determination of the full costy of the propesal. If construction is
proposed, the costs for each vear of such construction (in a short narrs

chart).

The present value cost of construcuing the TRRC rail line 1s approximately $416 million

itive or by

A chan breaking out the projected construction costs by year is presented in Appendix B
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A statement of projected net income for 2 vears, based upon traffic projections.
Where construction is contemplated, the statement should represent the 2 veurs

following completion of construction.

(d)

See attached Exhibit G, which shows that the TRRC line will be profitable based on

projected payments from the operator, BNSF.
ENVIRONMENTAL AND ENERGY DATA (Scction 1150.7)

As exhibit 1, information and data prepared under 49 C.F.R, Part 1105, and the

" Revision of the Nat'l Guidelines Environmental Policy Act of 1969," 363 1.C.C. 653
1980), and in accordance with "Implementation of the Energy Polic

Conservation Act of 1975, 49 CFR Part 1105,

ICF International has been retained as the third party contractor pursuant o 49 CF.R. §
1105.10(d) to work with the OEA stafl’ in preparing an EIS relative 10 TRRC's construction and
operation proposal  As noted above, the scoping process relative to that EIS is currently undenvay,
In addition, certain materials that bear on the Colstrip Alignment drawn (rom the ICC's prior EISs

in the TRRC { precceding are included in Extubut H o this Application
ADDITIONAL SUPPORT (SECTION 1150.8)

Any additional facts or reasons to show that the public conveniencee and necessity

require or permit approval of this application. The Board may require additional

information to be filed where appropriate.

The purpose of this Supplemental Application 1s to obtain authorization 1o construct and
operate a rail line between Colstrip, MT and Terminus Points 1 and 2, south of Ashland. MT
Compared to the ral line approved in 1986, the proposed TRRC rail line will create a route that
permits more efficient, economical operations while resulting in less environmental impact. This
would be a win-win situation in any circumstance  The Board has indicated that it "intends to
expedite this casc 1o the extent possible” in its decision reopening this docket and requiring
TRRC 1o file a Supplemental Apphication. See June 18 Decision at 11,
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L.eticrs of support for this Supplemenial Application from the Montana Coal Counil,
Western Environmiental Trade Association, and Montana Chamber of Commerce are included in
Appendix C  Other supporting comments from various entitics and persons have been submitted
to daie in response Lo the Board's scoping notice. See, for example, E1-19027 (Statcment of
Support rom Billings Chamber of Commeree) and E1-19097 (Statement of Support from Two
Rivers Authority). 1t is noteworthy that Rose Hanser, the mayor Colstrip, has submutied a

comment in the current scoping phase of the EIS process in support of the Colstrip Alignment.

See EI-19129.

NOTICE (Section 1150.9)

aroposal which will he used to provide notice under §

Pursuant 10 49 C.F.R § 1150.9, ailached hereio as Exhibit I is a summary of the proposal in
this Supplemental Application that was used to provide notice under § 1150.10(1) The summary
was published in November 2012 in a newspaper of general circulation in each county in which

the line will be located pursuant 1o the Board's instruction in its November 1 Decision.
CONCLUSION

For the reasons stated herein, TRRC respectfully requesis that the Board grant it authority

lo construct a common carricr rail line between Colstrip, MT and Terminus Points 1 & 2
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south ol’ Ashland. MT as specificd in this Supplemental Application and that BNSF be

authorized 10 serve as the operator over that linc.

Respectfully submilted,
Betty Jo Christian
David H Cobum
Linda S. Sicin

STEPTOL & JOHNSON LLP
1330 Connecticut Avenue, N.W.
Washington, DC 20036
(202)429-3000

Auoneys lor Applicant
Tongue River Railroad Company, Inc

Dalcd: December 17, 2012
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CERTIFICATE OF SERVICE

1 hereby cerud’y that a copy of Tongue River Railroad Company. lne.’s Suppiemental
Applicauon for Construction and Opeiation Authonity was been served this 1 7th day ol
December, 2012 wia first-class U.S. mail. postage prepaid, upon all parves ol record to this

proceeding.

Kefth Decker
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WRITTEN CONSENT TO ACTION
BY TIIE BOARD OF DIRECTORS
OF
TONGUE RIVER RAILROAD COMPANY, INC.

DATED AS OF DECEMBER 4, 2012

The undersigned, being all of the directors of

TONGUE RIVER RAILROAD COMPANY, INC.,

a Delaware corporation (the “Corporarion ™), hercby waive all notice of the ume, place or purpose
ol a meeting, consent by cleclronic (ransmission to adoption ol the following resolutions as being
the action of the board of dircctors of the Corporauion (the “Board of Directors ™) pursuant to the
applicable provisions of the General Carporation Law of the State of Delaware, as amended, do
hereby consent that the following resolutions be, and they hereby are, adopted as of the date lirst
writlen above; are and shall be of the sume Torce and effect as if they were adopied at a duly held
mecting of the Board of Directors, and direct that this Written Consent to Action be filed with the

minutes of the proceedings of the Board of Directors:

WHEREAS, the Corporation was incorperated in the State of Dclaware on September 4,
1998;

WHEREAS, the Certificate of Incorporation of the Corporation (the “Ceruficate of
Incorporation™) provides, among other things, that the purpose of the Corporation 1s, among
others, “to project, design, plan, conduct ¢engineering studies of, arrange financing for and obtain
all applicablc federal, siate’ and local permils and authonzations for the construction and
operation, of, to secure nghts of way for, and to construct, cquip and operale railroads™;

WHEREAS, the Tongue River Railroad was previously authorized by the Intersiate
Commerce Commission (“/CC™) in a final decision issued in 1986 1n the so-called TRRC [
proceeding (Finance Docket No. 30186), whercin the ICC found thai the construction and
operation of the Tongue River Railroad was consistent with the public convenicnce and
necessity;

WIIIREAS, the Corporation is preparing for filing with the Surface Transponation Board
("STB") a Supplemental Application in the TRRC | proceeding to seek approval o construct the
Tangue River Railroad hine between two terminus points at us southern end (Terminus Point #1

3306015_01_07-1 doc
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near Ashland, MT and Terminus Point #2, at the planned Otter Creck mine) and an cxisting
BNSF rail line at its northern end;

WHLREAS, the Corporation intends also to seek from other governmental agencies all
permits required 10 construct the Tongue River Ratlroad,;

WHEREAS, the Corporation does not intend to construct any rail line south of Terminus
Points #1 and #2 (located south of Ashland, MT) that was the subject of uts applications to the
STB in the so-called TRRC II and TRRC 11l proceedings, which proccedings have now been
terminated; and

WHEREAS, the Board of Dircctors wishes to ratify and confirm the Corporation's
authority o obtain sll federal, state and local permits required for the design, construction and
operation ol the Tongue River Railroad, as provided by uts Certificate of Incorporation,

Now, THEREFORE, BL IT RFSOLVED, that the Board of Directors hereby ratilics and
canfirms the Corporation’s authority (o obtuin ull federal, state and local permits required for the
design, construction and operation of the I'ongue River Railroad, as provided by its Cenificate of
Incorporation;

RESOLVED FURTHIR, that the Board of Directors hereby raufies, confirms and adopts the
actions of the officers of the Corporation taken prior to the daie hereef in connection with the
pursuit of, and authonzes 1he officers of the Corporation 10 continue 10 pursue, the federal, state
and local permits required for the design, construction and operation of the Tongue River
Railroad,

RISOLVED FURTHER, that the Board of Directors hercby authorizes the ofTicers of the
Corporation to {a) sign, cxecuie, certily o, venly, acknowledge, deliver, accept, file and record
any and all instruments and documents and (b) take, or cause 10 be taken, any and all actions 1n
the name and on behalf of the Corporation or otherwise, as in such officer’s judgment shall be
necessary or appropriaie Lo effect the purposes of the foregoing resolutions;

RESOLVED FURTIIER, that any and all actions heretoiore taken or caused 10 be taken by,
and any and all certificates, agreements, documenis and other instruments herciofore executed,
acknowledged or delivered by, any olficer or officers of the Corporation, in the name and on
behalf of the Corporation, 1n connection with or related 10 any of the matters authorized or
contemplated by the foregoing resolutions, be and cach hercby 1s, raufied, confirmed. adopted,
approved and authorized; and :

RESOLVEDR FURTHER, that this Writlen Consent to Action may be executed i one or more
and on separate counterparts, and all of such counterparts will be considered onc and the same
document.




IN WITNLSS Whereor, the undersigned, being all of the disecions of the Cosporation,
lmve aTixed thewr signatures hereunto as of the dme lirst wrilten above, m acknowledgment of

their consent lo the adoption of the resolutions hereinabove set forth

BUARD O DIRLCTORS

Sk AR

Stevan B, Bobly, Direcior

Ken Cochran, Iirector

-3-
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IN WITNESS WHEREOD, the undersigned, being all of the directors of the Corporation,
have affixed thewr signatuies hereunto as of the date first written above, in acknowledgment of

therr consent Lo the adoption of the resolutions hereinabove set forth,

BOARD OF DIRCCTORS

Stevan B. Bobb, Director

e/

Ken Cochran, Director
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EXHIBIT 1

CERTIFICATE OF INCORPORATION
OF
TONGUE RIVER RAILROAD COMPANY, [NC.

To formn a corporation punumt to the Delaware General Corporation
Law, the undersigned hereby certifies as follows:

ARTICLE 1.
The name of this corpomtion is Tongue River Railroad Campany, Inc.

ARTICLE 2,

The purpose of thus corporation 1s o engage in any lawful act or
activity for which corposations may be arganized under the Delaware General
Corporation Law, including, without limitation, to project, design, plan, conduct

g studies of, mrange financing for and cbtain all npphcnble federal, state
and jocal permits and nuthorlzaunns for the constructon and operation of, to secure
rights-of-way for, and to construct, equip end operate rlroads.

ARTICLE 3,
The corporation shall have perpetual duration.
ARTICLE 4,

The registered officn of this corporation [n Delaware is 1209 Orange
Street, Wilmington, New Castle County, Delaware 19801, and the name of its
:eglstemd agent Is The Corporation Trust Company.

ARTICLE 3,

‘The total number of shares of stock which this corporation is
authorized to issue is 50,000 shares of nonassessable commaon atack with a par value

of S1.0C per share
ARTICLE 6,

In turtherance, and not in limitation 'of the powers conferred by statute,
the board of directors is expressly authorized to make, amend, alter, changs, add to
or tepeal bylaws of this corporation, without any ection on the part of the
stockholders The bylaws made by the directors may be amended, altered, changed,
added to or repealed by the stackholders. Any spedfiz provision In the bylaws
regarding amendment thereoi“shall be conbolling.
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ARTICLE 7,

A director of the corporation shall not be personally lable to the
corparation or its stockholders for manetary damages for breach of fiduciary duty as
a director; provided, however, that this article shall not efiminate or limit the
liality of a director (a) for any hreach of the director's duty of layalty to the
corporation ar uts stockholders, (b) for acts or omissions not in good faith or which
involve intenttona) misconduct or a knowing violation of law; (c) for the unlawiful
payment of dividends or unlawful stack repurchases under Section 174 of the
Detaware Genernl Corporation Law; or {d) for any bransaction from which the
director derived an unproper personal benefit. This article shail not eliminate or
limit the lability of a directar for any act or omission oecurring prior ta the effective
dete of this artcle.

If the Delaware General Corporation Law is hereafter amended to
authorize any further limitation of the liabulity of a director, then the Lability of a
director of the corporation shall be eliminated or limited to the fullest extent
permitted by the Delaware General Corporation Law, as amended.

Any repeal or modification of the foregoing provisions of thus article by

the stockhoiders of the corporation shall not adversely affect any right or protection
of a director of the corporation existing at the tme of such repeal or modificanon,

ARTICLE 8,
The irutial board of directors shall be comprised of:

Name Addresg
Mike T. Gustafson 550 N 31st Smeet, Suite 250, Buhngs, MT 559101
Donald C. Maelke 905 Hills Creek Dr., McKinney, TX 75070-5231
James G, Dh Zerega 6400 5 Fiddler’s Green Clrcle, Englewood, CO §0111

Davin L. Anderson 6400 S. Fiddler's Green Circle, Englewood, CO §0it1

.t

ARTICLE S,

The name and mailing address of the incorporator is: L W. Petergen,
1200 First Interstate Center, 401 North 31st Street, Bullings, Montana 59101,

Dated: September 4, 1998

L. W Petersen, Incorporator
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Excerpts of aerial photos from TRRC I1I Final EIS Appendix A
showing refinements to southern portion of Colstrip alignment
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Aerial Photographs of Alignments
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Cattlepass and Private Grade locations are approximated based upon discussions
with property owners during the early 1980's and the late 1990's. These locations
are subject to change based upon final right-of-way negotiations and agreements

Figure A-48
Aerial Photographs of Alignments
Miles City to Ashland




RIVER RANCH OF MONTANA LLC

g

-~

MICHAEL & ARLA GRE

A

P L

Cattlepass and Private Gradi locations are approximated based upon discussions
with property owners during the early 1980's and the late 1990's. These locations
are subject to change based upon final right-of-way negotiations and agreements

Figure A-49
Aerial Photographs of Alignments
Miles City to Ashland




-~

KEY

199k PROPOSED

i e 18

APEROVED ALGNVENT

HHCTON LINE

® SUB.C GRADE CRUSSING
B ARIVATE GRADE CRDSENG

© CcATEsAsS

B MICHAEL & ARLA GREEN

£

Lo

TRANEL SUBDIVISION

4 y 5
e I el
%

»

A &) ] ¥
RS i . Je e’

1]

Cattlepass and Private Grade locations are approximated based upon discussions
with property owners during the early 1980's and the late 1990's. These locations

are subject to change based upon final right-of-way negotiations and agreements

Figure A-50
Acrial Photographs of Alignments
Miles City to Ashland




T4

] KEY 3
1998 PROPOSLD
HETiIREA N2
APPROVED ALIGNMENT
SFCTION LInNe

® PUBC GRADL CROSENG
B PRVATE GRASF CRORSING
@ CATTEPASS

o v |

\
-
iy o i

| GREAT NORTHERN PROPERTIES

-y "

|

Cattlepass and Private Grade locations are approximated based upon discussions
with property owners during the early 1980's and the late 1990's. These locations
are subject to change based upon final right-of-way negotiations and agreements

Figure A-51
Aerial Photographs of Alignments
Miles City to Ashland




A $,5%
PROPERTIES
-..'}‘4 nAg e

i

e
| e

BRIDGE —> s

. A
BRIDGE --> l ﬁ

!
S N\

<

TRUSLER, INC

Caltlepass and Private Grade locations are approximated based upon discussions
with property owners during the early 1980's and the late 1990's. These locations
are subject to change based upon final right-of-way negotiations and agreements

Figure A-52
Aerial Photographs of Alignments
Miles City to Ashland




———— - —

TRUSLER, INC

ISR\ ' . e
Cattlepass and Private Grade locations are approximated based upon discussions
with property owners during the early 1980's and the late 1990's. These locations
are subject to change based upon final right-of-way negotiations and agreements

——

Figure A-53
Aerial Photographs of Alignments
Miles City to Ashland
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with property owners during the early 1980's and the late 1990's, These locations
are subject to change based upon final right-of-way negotiations and agreements
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Cattlepass and Private Grade locations are approximated based upon discussions
with property owners during the early 1980's and the late 1990's. These locations
are subject to change based upon final right-of-way negotiations and agreements
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Aerial Photographs of Alignments
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Aerial Photographs of Alignments
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with property owners during the early 1980's and the late 1990's. These locations
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EXHIBIT D -
OPERATING PLAN

This Exhibit describes the railroad operating plan thal the Tongue River Railroad
Company (TRRC) plans to implement. BNSF is cxpected to opcrate and maintain the rail line
subject to a future agreement with TRRC

Line Description

The Tongue River Railroad (TRR) is designed as a single-track railroad running from
Colstrip, Montana that splits into two branches just south of Ashland, Montana and has two
terminus points ~ (1) Terminus Point #1 continues southwest and terminates at the previously
proposed Montco Mine location and (2) Terminus Point #2 continucs southeast from the Ashland
area along the main line to the Otter Creck Mine. The linc begins just south of Colstrip at
approximately BNSF milepost 33. By far the predominant commodity that will be carricd by the
rail line is subbiturminous low sulfur coal from Montana. This coal will be produced from the
Otter Creek Mine, a proposed surface mine in the Quter Creek tracis near the Ashland area of
southeastern Montana and any other coal mines that are developed in the area.

The Otter Creek Minc, a planned combination dragline/truck shovel surface coal mine
owned and operated by Otier Creek Coal, LLC (“Otier Creek Coal™), an indirect, wholly owned
subsidiary of Arch Coal, Inc. (*Arch Coal”™), is located in Powder River County, Monlana, near
the southern end of the proposed Tongue River Railroad. The mine is currently projected to
produce approximately 20 million tons of coal per year at full production. The mine will
transload coal to unit trains viu a projected rail spur/coal silo configuration located along the rail

loop at the southern end of the TRRC main line at Terminus Point #2.




Although US domestic electric utilitics represent the prime demand potential for Otter
Creek coal that the TRRC would haul, additiona! tonnages could be anticipated for export
markets Currently, there are no contracts in place for this coal and prevailing market conditions
will determine the cventual destinations.

The Pattern of Service

Unit coal trains on the TRR will move from Colstrip to the coal mine sites and then
return to Colstrip. At full Otter Creek Mine capacity of 20 million tons, the TRR would handle
26 round trips per week (3.7 loaded coal trains/day).

Rail and Design Specifications

The main track and sidings will be constructed with continuous welded rail (CWR).
Track will be built on 12 inches of compacted granite ballast. Sub-ballast will consist of 12 or
more inches of graded rock with a maximum allowable size of 2 inches or six inches of hot-mix
asphalt trackbed, depending upon availability of materials at the ume of bidding and
construction. The railroad will handle BNSF’s current gross car weights allowances of 286,000,
and is designed to accommodate gross car weights of up to 315,000 pounds.

Initial design specifications for the railroad include the construction of one passing siding
with a minimum of 8,500 fect clear length and number 20 turnouts on each end. Plant design
will provide for capacity to meet TRRC’s needs for a number of ycars. Capacity can be added in
increments through the addition of new passing sidings or extending exisung ones. The 8,500
feet clear length is desirable to accommodate the potential of futurc increases in train size, and
also allows for comfortable stopping margins. The number and location of future sidings will be
based on minimizing train delays

in addition 10 a passing track, additional set-out wracks will be constructed for set-out and
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storage of Maintenance-of-Way (MOW) equipment, bad-order cars, etc. Each set-out track will
be between 500 and 4,000 feet in length {(between clearance poinis). A minimum length of 500
feet is needed to accommodate permanently-coupled car scts that may operate on this line. Set
out tracks will be provided at approximately three locations along the main line.

Equipment and Facilities Needed

The TRRC 1s proposing o use cxisting BNSF facilities in Forsyth and acquire facilities in
Ashland, Both the Forsyth and Ashland facilities will accommodate, as needed, train crews,
space for MOW, Signal, other ecmployces, and offices.

Rolling Stock Requircments and Source

The TRR will be designed 10 accommodate coal trains of 150 freight cars that will likely
be powered by four, six-axle, 4,000 plus horsepower locomotives. The actual train size and
locomotive configuration will be determined by destination The majority of the freight cars on
the coal trains will be owned by shippers or by BNSF. The locomotives on the coal trains will be
supplied by BNSF.

Signal and Communications

Signal System: As proposed, the TRR will be dispatched and operated under a Track
Warrant Control System using 1dentical rules and procedures used by BNSF. Designated
meet/pass sidings will be equipped with power switches compliant with FRA regulations.

It is anticipated that BNSF will dispaich the Tongue River Railroad from its dispatching
center located 1n Tort Worth. The signal system and the operating rules and procedures under
the Track Warrant Control System will conform to the best railroad industry practices to
maximize safety to personnel and cquipment. Power will be provided by commercial power with

batiery and/or generator backup.




Hot journal bearing and dragging cquipment detectors will be installed at approximately
25 mile intervals. Reports of bad journals will be conveyed 1o the locomotuive engincer via
radio. Set-out tracks for defecuve cars will be provided.

Communicatign System. The communication system will consist of two radio frequency
channels as assigned by the FCC in an application to be submitted prior to startup of operations.
Repcater stations (signal boosters) will be located as appropriate to assure continuous
communications with train crews with no signal loss undcr extremely adverse weather
conditions. All other communications will be via commercial or leased telephonc lines.

One frequency will be assigned strictly to train operations and track maintenance
personnel. Another channel will be assigned for non-operating related uses. Locomotives will
have radios capable of communicating on TRRC’s assigned frequency. Backup radios will be
thosc insialled on trailing locomotive units included in cach train consist.

Maintenancc-of-Way (MOW)

MOW headquarters will be in Forsyth, with some supponrting facilitics in Ashland. To
salely operate loaded coal trains at 40 MPH, the TRR main line will be maintained to Class 3
standards, as outhined i1n the Code of Federal Regulations (49 CFR 213). The railroad mainline
will be constructed of new materials and initially will require a minimum amount of
maintenance Surfacing is the anticipated exception Scttlement of the newly constructed
railroad can be expecled because of the type of traffic to be handled (143 gross ton coal cars) and
spot surfacing will be required duning the first year of operation.

Employees

Since TRRC is expected 1o enter into an arrangement with BNSF 1o have BNSF operate

the rail line, employees for operations over the TRR rail line will be provided by BNSF. Itis
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estimated that operations of the TRR by BNSF, utilizing BNSF employees, will requirc a staff of
about 24 people, as shown in the table below. Many of the 24 people responsible for BNSF's
operations and maintenance of the TRR rail linc may also have responsibilities for operations
and maintenance covering additional territory on BNSF.

Expected Opcrations Staffing

NUMBER OF
POSITION EMPLOYEES
Supervising Trainmaster 1
Train Crew Members 14
Section Gang 3
Track Inspectors 2
Carmen/ Inspectors 2
Signal Technician I
Communication Technician |
TOTAL 24

It is expected that MOW employees, employed by BNSF, will consist of a three man
section gang and two track inspectors based in Forsyth. Maintenance of Equipment will be
staffed with a BNSF whee! truck and crew consisting of two carmen.

Signal maintenance work and communications maintenance work will be handled by
BNSF personncl from the appropriate crafis.

Two BNSF track inspectors will be sufficient for the railroad based upon the projected
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traffic levels of 20 million tons of coal per year. More BNSF track inspectors will be added if
traffic levels warrant.

About seven BNSF wrain crews {14 operating employecs) will be required for projected
wraffic levels of 20 million tons of coal per year.

Administration of train operations will be consistent with current industry standards.
Advance train consists (whecl reports) will be electronically transmitted between BNSF and the
mines. Elcctronic data interchange (EDI) procedures will be established so that only minor
manual editing or addition of supplementary data is needed to maintain computer based files of
all movements, transactions, and operations of the railroad.

Contingencies

TRRC can rely on the substantial resources of the BNSF and its well-cstablished policics
and procedures for addressing the vicissitudes of the railroad business. Emergency procedures
will be planned in advance for derailments, heavy snowfalls, major washouts and other
reasonably foresecable contingencies State police, local fire departments, and other emergency
response tcams will be provided with maps and knowledge of access points prior to the start-up
of the railroad

Associated Discontinuance or Abandonments

The TRRC construction application does not contemplate any discontinuance of service

or abandonments.
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TONGUE RIVER RAILROAD COMPANY, INC
{A Development Stage Company)

BALANCE SHEETS

As of December 31, 2011 and 2010

ASSETS

Curren] Assets

Cash and cash equivalents
Tatal current assels

Goodwill

Property
Costs incurred lo develop railroad

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY

Curront Lijabiltie
Accounls payable and accrued Liabilies

Notes payable
Total current labilities

Long term debt due after one year
Total Liatsities

Stockholder's Equity

Common Stock

Paid-in capita!

Deficlt accumulated dunng the development stage
Toial Stockholder's Equity

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

2011 2010
$ 2875 9 9,346
2875 9,46
25,966,177 -
13,144,196 12,802,043

$_ 39,113,248

$ 12,811,389

3 1000 S 233,818
- 1377411

1.000 1,611,229

- 2,488,870

1,000 4,098,199

3,750 3,750
39,109,320 12,123,939
822 {3,494,488)
39,112,248 8,713,180
$__39,113.248 $__ 12,811,389




{0l
BNSF Rallway Company andl Subsidinries

Consolidated Balance Sheeats

in millions
Successor
December 31, " December 31,
2011 2010
Assets
Current assets;
Cush und cash equivolents 293 S 10
Accounts recervable, net 1,265 1,031
Materlals and supplies 739 652
Curren: poriion of deferred income laxes 295 309
Other curreni asscts 190 272
Totsl current asseis 2,782 2,274
Property and equipment, net of aceumulated deprecintion of $1,056 und $6359,
respectively 48,033 45,473
Goodwill 14,803 14,803
Intungible usscts, net 1,420 1,732
Other asscis 1,949 2,574
Tolal assels 68987 § 66,856
Liabitsties and Stockholder’s Equity
Current liabilitics:
Accounty payable und other current liabiliues 3093 % 2,831
Long-term debt due within one yeur 226 299
Total current llabilicics EX]T) 3,130
Delerred income taxes 15,347 14,553
Long-texm deix 1,845 2,096
Intnnglble liabilities, net 1,496 1,750
Cosunlty end envirunmental linbilitles 905 938
Pension and retiree health end welfare habilly 169 190
Other habilitles 993 349
Total linbulitics 25,179 23,846
Comm.tments and contingencles {sce Notes 5, 12 anc 13)
Steckholder's equity:
Comunon slock, 31 par value, 1,000 shares authonzed;
153ucd and outstunding and pald-in-caphal 41,520 42,920
Retuned eamlngs 5,655 2,382
Intercomnpany notes recelvuble {4,564) 2319
Accumulnted other comprehensive (loss) Income (203) 27
Tolal stockhelder's equily 43,508 43,010
Tota! linbilities and stockholder's equity 68,987 § 66.856

See aecompanying Notes o Consolidated Finaneial Statements
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TONGUE RIVER RAILROAD COMPANY, INC
(A Development Stage Company)

STATEMENTS OF INCOME
For the Years Ended December 31, 2011 and 2010

INTEREST INCOME

EXPENSES
General and administrative
Operations and management
Interest expense
Total Expenses

Loss from development stage activities

2011 2010
$ - $ 5
482 27,789
340 289,414
- 53| 233
822 370.436
$ !822! $__(370.431)




Tnbis of Contenty

BNSF Railway Company and Subsidiorics

Consolidated Statements of Income

In millions
Suceessor Predecessor
Year Ended Februory 13 - Janvary1- Yenr Ended
December 31, December 31, February 12, December 31,
011 2010 2010 2009
Revenues 3 19229 § 14835 | $ 1,768 § 11,848
Opemting expenses:
Compensation cnd benefits 4,288 3,544 439 3,458
Fuel 4,267 2,687 329 2372
Purchascd services 2,009 1,787 21t 1,859
Depreclation and amortization 1,807 1,531 192 1,534
Equipment rents ™ 670 97 ™
Materials and other 808 652 1 640
Total oprating expenses 13,958 10,871 1,269 10,640
Opereting Income 5271 3.964 499 3,208
Interest cxpense 73 n 16 124
Imerest income, related parties (R2) (%5 m 3)
Other expenss, net 1] 8 2 6
Income before Income taxes 5,220 3,399 482 3,081
Income tox expense 1,947 1,517 200 1,067
Net incame s 3273 S 2382 | 8 282 § 2014

See accompanying Notes to Consolidated Financial Statements.
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Service Date: July 15, 1983
Comment Due Date: October 21; 1983
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FINAL ENVIRONMENTAL IMPACT STATEMENT
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EXECUTIVE SUMMARY

Concluaion

In ossessing the enviroomental impacts associated with the
construction and operation of a rail lime to serve the Tongue River
Valley, an ia-depth and detailed analysis was conducted on the
environmental effects of four possible routes: the proposed B9-mile
rail line for the Tongue River Railroad (Proposed Rail Line), the
Tongue River Alternative, the Moon Creek Alternative, and the Colserip
Alternativa. This environmental analysis also examined the engineer-
ing and markecing considerations of each route because of the critical
role these factora play for the Applicant in selecting the most Feasi-
ble and practical route. On balance; given the eaviroomental impacts
associated with each of tha four routes, [t appears chat two- of the
alignments, the Proposed Rail Line and the Colatrip Alternative, are
Eeasible choices.

Due to its shorter length, the Colstrip Alternative would have
the least environmental impact ¢f any of the routes studied. Also, by
virtue of its shorter length, it would affect the leaat number of lan-
douners aAnd would require the least acreage for - rail conatruction and
operaction. This would help to minimize the rail line's impacct on land
use, which is » major concern to the affected landowners. Another
major advantage of the Colstrip Alternactive i(s that it is the only
route which does go& cross the Livestock and Range Research Station.
Therefore, unlike cthe other routes, {t would have virtually no
environmental impact on this agricultural research facility.

The Proposed Rail Line nlso is a Eeasible route. Although the
environmenctal impacts aré greacer than for the Colatrip route, they
are comparable to those of the Tongue River and Moon Creek Alterna-
tives., More lmportantly, the adverse environmental impacts attendanc:
to the Proposed Rail Line can be mitigated in a reasonable manner.
Although more acreage and landowners would be impacted by this route
than by the Colstrip Alternative, the protective wmeasures afforded
propecty owners by Montana law and the mitigation measuras outlined in
the Mitigation Plan in Appendix B of this document would help to off-
set this differeace.

As nocted above, marketing and engineering considerarions are cri-
tical to the Appiicant in selecting the most feasible and practical
route. From an engineering and marketing standpoint, the Proposad
Rail Line has advantages over the Colstrip Alternative, as well as the
other two routes. Apart from these marketing and engineering advan-
tages, wve believe chat, coupled with Full and good-faith implemen-
tation of the Mivigation Plan, the Proposed Rail Line s an environ-
mentally acceptable route for the Tongue River Railroad.




Impacts expected rto occur as a cresult of mining operations in the
Tongue River region would be of greater significance on a region-wide
basis chan chose directly attributable to railroad activities. The
magnitude of the anticipated development will have eaduring effects on
the social and economic fabric of tha area. Economic dapendence on
agriculcure will diminish and a new focus on industrial development
will ensus. Smaller communities will experience large population
increases, altering their political and social structure, Utilization
of natural resources will incregse correspondingly, both cut of econo-
mic necessity and for reecreational purposes, Conflicts will occur in
these areas.

Federal and atate regulacery agencies require detailed analysis,
mitigation, and management planning as part of the permitting procesas
for each porenrial mining development. Local planning agencies and
community goveraments are in the process of planning for potential
development. Ia general, this process should lead to orderly manage-
ment of growch and conflier resolutien. The conmmunities of Miles
City, Forsyth, and Colstrip should be able to assimilacte population
increases and respond to associated needs' and requirements with a
minimum of difficulty. The community of Broadus, which will experi-
enca a major population influx, does have a formal structure capable

of dealing with an increased demand Eor services, bur it is likely to’

experience some difficulty., The communicies of Ashland and Birney are
not, at present, prepared to deal in an organized fashion with the
potential impacts.

Iatroduction

On Juna 2, 198), the Tongue River Railroad Company (TRRC) Eiled
an application with the Interstate Commerce Commission (ICC) Eor a
Certificacte of Public Convenience and MNecespity, authorizing the
construction and operatipn of a new 89-mile rail line in Powder River,
Custer and Rosebud Counties, Montana. The rail Lline would provide
service to the proposed Monteo Mine and other potential surface mines
in the Ashland/Birney/Otter Creek area.

The ICC hns deewed the preparation and issuance of a Certificace
of Public Convenience and Necessity Eor the construction and operation
of a rail line to be a major federal action subject to the reporting
requirements of the National Environmental Policy Acr (NEPA). This
document 18 cthe Final Environmental [mpact Statement (FEIS) for the
project, prepared in accordance with the requirements of NEPA. This
FEIS analyzes the potential impacts of the Proposed Rail Line, reason~
able alternatives to it, and the impacts of those potential surface~
mining operations considered to ba related actions. The preparation
of the FEIS was directed by the Section of Energy and the Eavironment
(SEE) of the L[CC, with the aasistance of Historical Research Asso-
ciates (HRA), a Monrana corporation.

Prior to the preparation of cthis FEIS, cthe LCC directed the pre=-

paration of a Draft Environmental [mpacc Stactement (DEIS) for the pro-
jeert. The DEIS, issued on July 15, 1983, analyzed the potential
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impacts of the project in great detarl. On January L9, 1984, the ICC
133ued a Supplement to the DEIS in response to optional considerations
for the location of the northern termiaus, submicted by the TRRC.. The
Supplement considered the environmental impacts asasociated with the
proposed aptional location for chac Eacilicy.

Preliminary to preparation of these documents, a scoping and
screening process was canducted by the ICC in cooperation with geveral
faederal, state, and local agencies with regulatory responsibilicies
for, or a special intereat in, the project. During this procesa, the
following entities were designated cooperating agencies: (1) the U.8.
Departaent of Agriculrure (USDA); (2) the U.S. Army Corps of Engin-
eers; (3) the Federal Railroand Adminiscracion; (4) the Montana Deparc-
ment of Scate Lands (DSL); (5) che Miles Cicy~Custer County, City-
County Planning Board; (6) the Powder River County Commissioners; and
(7) the Northern Cheyenne Indian Tribe, Input was sought and received
from other state and federal agencies, as well as the public at large,
cthroughout this process,

The intenct of cthe scoping and screening process was two-fold.
Firsc; it was necessary, in accordance with NEPA, to identify those
alternative routings and alternative modes of Ctransportation chat
could be conaidered reasonable alternatives to the proposed railroad.
Second, once again in accordance with NEPA, 1t was necegsary to iden-
t1ify those issues and concerns specific to the propesal thar should be
included for consideration 1n an analysts of environmental impacts.
Three alternative routes were identified as being worthy of detailed
analysis 1in the document. Numerous issues were identifled as re-
quiring special attention and these are considered in the documenc.

Implications of the selection of a "No Accion” Alternative also
wece examined during the scoping and screening process. It was deter-
mined that a "No Action" recommendation in response to the applicat:ion
would result in one of two scenarios. The First would assume that an
alternace mode of cransporting coal Erom the area would be more appro-
priate. The seccond would assume cthat no means of transportation is
selected, and chat coal would not be exporcted from the area. Due to
various enviroomental, cconomic, engineering and legal consideracions
examined during the' procesa, the passible alternative modes of crana-
portation were eliwinated. As a result, for purposes of this analy-
sis, the "No Action" Alternntive, representing no developmeat of tha
area's coal resources, waa depicted in the base..ne condicions and
projections described in the DEIS.

The DELS anolyzed potential impacts based on several possible
lavels of productlion. These "coal production scenarios," designazed
low, mediuo and high, were developed using projected coal demands from
available market data, landholdings, ownership patterns and lease
informacion, as well as othar industry daca.

The FEIS and all octher documents mentioned will become part of

the offical record in the proceedings before the ICC to grant or deny
the Certoficate of Public Convenience and Necessity to build and
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operate the railroad under 49 U.S.C, §1090l. In addition, the FEIS is
expected, ar least in part, to fulfill grtatutory requirements of che
cooperating agencies in relation to review of the proposed railroad.

Project Purposs and Need

Escimated strippable coal reserves in excess of 10 billion tons
exist in the Ashland/Birney/Otter Creek area. This awount would
translace into an energy equivalent greater than that produced by over
30 billiona barrels of oil, or anough energy to supply nearly one=third
of cthe nation's entire projected demand in the year 1985, This coal
resource has not yet been developed.

Construction and operation of the propoaed railroad would provide
2 mepna of transporting coal from the proposed Montco Mine and other
potencial mines in the region to a connecting point on the Burlington
Narthern (BN) msinline, from which it would be shipped to markers,
most likely outside of Montana, downline both to the west and to the
east. The project would Facilitate the development of area mines by
assuring a dependable and cost efficient means of coal transportation.

Market information and economic feasibality of the project are
considered by the ICC separate from the EIS process. Detailed Finan=-
cial data will be submitted as part of the applicatioa for a Certifi-
cate of Public Convenience and Necessity and will be part of the
offictal record in these proceedings.

Regional Eavirooment

The environmencal effects .from the construction and operation of
the Tongue River Railroad and the developmeat of che celated gurface
mines would occur primarily in Powder River, Custer and Rosebud
Counties, Montana' {see Fig. E-Il'). Generally, the impact area is a
portion of the Tongue River Basin, doewnacream from the Tongue River
Reservoir near Birney, Montana, extending nocrthward to the confluence
of the Tongue and Yellowstone Rivers ar Miles City, Montana. The com-
munity of Broadus roughly coincides with the eastern excremity of the
lmpactc area,..while Forsyth, Calstrip and the Northern Cheyeane Indian
Reservation are situated along the western edge of the area (see Flg.
E-1). Some anaslyses included’ in the DEIS required consideration of
the entire three-county area, while some refer strictly to areas of
specific physical disturbance,

The Tongue River Basin, 83 wirh the rest of souchenstern Montana,
is aparsely populaced and semiarid with a predomicantly agricultural
economic base. The livestock indusctry dominates the agriculcural
scene, with wost of cthe land being used for grazing. A small percent-
age of the land ta devoted to crops, with an even smaller percentage
under irrigation. Rosebud County ranching operations average nearly
9,000 bncres in slze. Ranching operations rvequire similarly large
acreages in Custer and Powder River Councies in order to remsln eco-
nomically viable. )
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The area is biotically diverse, with sufficient populations of
big game animais, upland gome birds, and warm water fish species to
provide excellent recreational oppartunities Eor hunters and Eisher=~
men., Vegetation ip the Tongue River Basin is characteriscic of the
Northern Great Plains, with plant species typically being adapted to
the climatic extremea that occur in the area. Plains, cottonwood domi-~
nates the deciduous tree/shrub type occurring along stream and river
bottoms. Moderately moist upland sites frequently supporr stands of
ponderosa pine. Units of the Ashland Division of the Custer National
Forest are within the study area.

Dryland Earming and irrigated cropland tend to occur 1n the
valley bottoms near the river. Human population concentracions also
tend to occur along river bottoms, often near the confluence of a
river and major tributary. Communities expected to incur impacts from
the proposed railroad and relaced actions include: (!) Ashland, at
the confluence 'of Octter Creek and che: Tongue River: (2) Birncy, at the
mouth of Hanging Woman Creek on the Tongue River; (3} Broadus, near
the juncture of the Powder and Little Powder Rivers; (4) Miles City,
on the Yellowstone at the mouth of the Tongue River; (5) Forayth, on
the Yellowscone; and (6) Colatrip. In addition, the Northern Cheyenne
Indian Reservation, bounded on the east by the Tongue River, will be
subjected to some impaccts from the project,

Government atructure in the area is provided in several ways.
Each county has a board of county commissioneras and most communities
have a mayor and city council in place. Where this does’ not occur,
the local scheol board wmay provide the sole veatige of local govern-
ment. The Northern Cheyecnne Indian Tribe is a politically independent
unit, relying on an elecred tribal council for governance.

Employment in the study area is, for the most part, derived fronm
agricultural activicies. A growing dependence on enecgy development
{s evident, however, especially in Rosebud Caounty. Uaemployaent, with
the exception of the Northern Cheyenne Indian Reservation, has been
historically lower cthan that experienced on a regional or statewide
basis. The Northern Cheyenne are currently experiencing unemployment
at a rate of nearly 50 percent, significantly higher than nearby
non-lndian communities,

Project Daacription and Schedule

The proposed Tongue River Railroad would involve the canatruction
of an 89-mile rail line excending southward Erom Miles City, Montana,
te cwo terminal points near the community of Ashland. The rail line
would join the existing Burlingron MNHorthern Railrond at Hiles City
(see Fig. E-1). The TRRC has applied for two options for the northern
terminus. The Proposed Rail Line {Proposed Action) originally
included a cie-in through the aobandoned Milwaukee Road yards in Miles
City. The Burlington Northern (BN) Option includes a direct tie with
the BN near Branum Lake, south and wost of Miles City. This option
was analyzed in detail in the Supplement to the DEIS (Janvary 19,
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The Proposed Action would €follow the west side of the Tongue
River south from Miles City. This portion of the route vould cross
the USDA Livestock and Range Rescearch Station (LARRS). The route con-
tinues along the weat bank of the river to a point some 10 miles north
of Ashland, vhere it trosses the river and continues south to a bifur-
cation point near that town. One branch would continue south and
east, following the Otter Creek drainage, crossing that stream near
the cerminus 7.7 miles from Ashland. The other branch would follow
one of two possible alignments in or around Ashland and contrinue te
the southwest along the Tongue, remaining on the east side, to a ter-
minus near the proposed Moatco Mine, 8.9 miles from Ashland, The Ash-
land SE aligoment would skirt che eastern edge of Ashland and cross
the rugged country separating Octer Creek and the Tongue River Valley
before reaching the Montco terminus. The Ashland MW alignment would
entar Ashland Erom the north and go through the community, following
the Tongue River all the way to the terminus at the Monteco site.

The Proposed Rail Line-would be constructed to contemporary main-
liae astandards, occupying an average right-of-way (ROW) widch of 200
feet. The rail line would. require the construction of 6 sidings and
12 bdridges.

Construccion wouid commence in 1985 and would be compleced by
1989. Once in operacion, the rail line could, under high coal produc-
tion scenarlos, be expected to handle as many as 25 trains per day,
Each unit-train will consist of 105 hopper cars with a capacity of 100
tons each., Approximate cost of the Proposed Rail Line would be $152
million.

Alternative Routes

Three alternstive routes identified in the scoping and screening
process are analyzed in detail in the DEIS. Each of these routes is
identical to the proposed route from the point of the Tongue River
crossing, north of Ashland to the termipnal polnts., The alternative
alignments through Ashland are included in all routeas. Conatruction
schedulea, potencial capacity demandsa and ROW characteristics would
not vary significantly by route.

The Tongue River Road Alternative Route would depart Miles Clcy
along the proposed roucte, and continue along cthat route to a point
just north of Pumpkin Creek. There it crosses the Tongue River, turns
south and coatinues along the east side of the river to joln the pro~
posed route about 10 miles north of Ashland. An additional bridge
across Pumpkin Creek would be required for this rouce., The total
Llength of the Tongue River route would be 88 miles, with an approxi-
mate cost of §154.4 million.

The Moon Creek Alternative Route would leave Miles City, follaw-
Ing the old Milwaukee Road alignment to che west, crossing the
Yellowstone River and Eollowing the north bank for about 8 miles.
Here, the rouce would again cross the Yellowstone and follow the east
side of Moon Creek to the divide separating the Tongue and Yellowstone
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River drainages, From there, the route would descend to the Tongue
River Valley floor and join the proposed route about l4 miles south of
Miles City. This route would cross the western edge of the LARRS.
One additional bridge would be required for the Yellowscone River
crossing, and one existing, bridge on the Milwaukee line would require
refurbishment. The total length of the Moon Creek route would be 89
miles, wicth an approximace cost of $148.9 million.

The Colstrip Alternative Route would leave the existing Cow Creek
branch of the Burlington Northern at Colstrip, crossing Cow Creek and
Rosebud Creek as it heads south and east, following the Greenlenf
Creek valley to the Rosebud Creek/Tongue River, divide. From there it
descends into the Tongue River valley and joina che proposed route at
the Tongue River crossing north of Ashland. An addicional bridge
across Rosebud Creek would be required for this route. With a total
length of 46.1 miles, the Colstrip route would cost about $83.4
million.

Iosuens of Concern

The scoping and screening process led to the idencification of
several areas of concerna to the cooperacing agencies and to the
public-at-large. Special attention vas given to each of these con-
cerns in conducring the environmental, analysis and ian preparing the
DELS.

Liveatock and Range Research Station (LARRS)

The USDA is concerned abouc the potential impacts of rail line
construction and operation on the LARRS, an agricultural research
Eacility near Miles City. .A variety of research projects are being
conducted on the scation, some of which may be susceptible to distur-
bance Erom railroad-relaced accivicies. Environmental Cfactors,
influenced by construction and aperation of a railroad, may alter
study results and threaten che integrity of historical darta bases.
Additional problems could result Erom access reatrictions and vehicle
delays caused by train traffic and the disruption of irrigation
systems. Three of the four possible routes traverse porcions of the

LARRS .
Northern Cheyeane Indian Reservacion

The Northecrn Cheyenne Indian Tribe is concerned about impaccs of
the proposed railroad and related accions on the traditional culture
and well=-being of the tribe. Increased population near the reserva-
tron and increased travel across it are anticipated as a result of the
project. It is Feared that cross-cultural contact resulting from this
development will serve to undermine the traditional way of life prac-
ticed by the Northern Cheyenne. There is concern that religious sites
could be disturbed, ctribal recreational resoucrces could be overtaxed,
and social problems exacerboted by energy development. None of the
possible alignments cross che resecvacion, but all pass withla close
proximity, and mining development would take place along the eastern
boundary of the reservation.
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Agrlcultursl Oparations

Local residents involved in agriculture are concerned about the
potencial impacts to farming and ranching operationa. Prominent auwong
thosa concerns are:

1. Direct loss of agricultursl land due to the right-of-way;

2. Logs of agricultural use due to severance of parcels;

3. Disruption of irrigation systems;

4, Access restriccions and barriers to livestock movement due to
the rail line;

5. Increased livestock morcality due to vehicular and train
traffic; .

6. Increased trespass and vandalism problems,

7. Railroad-caused vildfire, increasing fice danger in the area.

Comaunity Structure/LiFestyle

Local residents also have expressed concern over the [mpacts of
rapid population growth on the existing rural/agricultural lifestyle
of the area. This concern is linked ro fears that “boomtown" impaccs
experienced in other energy develaopment areas will occur here. Some
residents believe chat the values of the new population will conflict
with ctheir own, that crime, alcoholism and associated social ills will
increase, and that the quality of life will be diminished for them.

.

Cunulative Bydrologlc Impacts of Mining

Arca residents are conceraed that the developmeat of surface
mining operations will result in seriovs long term adverse cffects on
the quantity and qualicy of wacer available in the area. Some specu~
late that aquifers, disturbed by mining, will be permanently depleted
or destroyed, and that increased erosion and accidental discharges of
waste waters will diminish wacer quality to the point chact it is un-
suitable for use. This concern Ls underiain by the importance of
water resources in an arid environment with an agriculturally based
economy.

Enviroomental Impacts

Conscruction and operation of a rail line to the Ashland/Birney/
otter Creck area would result in impacts similar in noture but varying
in omagnitude according to construction specifications and site=-speci~-
fic characteristics of each route. Construction impacts can, with
exceptions, be characterized as short term, while operacional impacts
will caoncinue for the Life of the projeck.

Impacts to cthe area from the development of related oines will
permanently alter cthe basic character of the Tongue River region, The
impacts expected as a result of cthe development of surface-mining
operations will not very significantly in response to route selection
for the railroad,
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Land Use

Construction and operation of the proposed railroad would resulr:
in the removal of same acreage fram agricultural produccion far the
life of the project. The acreage removed would be restricted to that
land required for right-of-way and Eor maintenance Eacilicies. Land
removed from production as a result of mining activiries is techpical-
ly considered a short term loss due to federal and state requirements
relating to the reclamation of mined land. Total acreage out of pro-
duction during any given year would be a function of the coal produc-
tion level applied and site specific reclamatlon success.

In some cases, existiang land uses may be subject co change due to
discurbance of irrigation systemsa, barriers to cattle movement, dis-
plocement of some residences and loss- of aseschetic or recreaticnal
values. Some ranching properties also may decline in value due to the
proximicty of the rail line.

Some impacts to research being conducted on the LARRS will occur.
Impacts to agricultural land uses may be magnified on the LARRS due to
the necessity of maintaining certain "constancs" in a research set~
ting. The introduction of new variables could render some tracts
unsuitable for current research needs.

With cthe saselection of the BN Option for the northern terminua,
conflicts could arise wich plans for expansion of the Miles City Fish
Hatchery, aperated by the Montana Oepartmeanr of Fish, Wildlife, and
Parks. [n addition to direct impact from right-of-way acquisition,
additional impacts to the expanded facilicy could occur, leading to
interference wath the effective operacion of cthat Ffacility.

Social/Econcmic

Construction and operation of the proposed railroad and develop-
ment of the related surface mines would generate.a positive effect on
the economy of the study area in terms of the creation of jobs, the
increase in per capita income and the long- term decrease in per capita
tax burden. Stendy growth in wmine-raiaced employment would coincide
with the continuing graduel decline in agricultural eamployment. A
shifc Erom the existing agricultural economic base to ar industrially
oriented economy would occur. Availability of agricultural labor may
decline in response to more Llucrative employment associated with
mining.

Populaction growth due to inmigration of railroad and mining per-
sonnel would result in sociological impacts. Changes in lifestyle and
in the political and social character of communities may occur. The
qualicy of recreational opportunities available to residents will
diminish somewhat as competition Ffor available recreational resqurces
increases.

With the exceptions of Ashland and Birney, impacted communizies
should be able to assimilate increased population with a miniaum of
difficulety. Ashland currently does nor have the community structure
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nacessary to absorb the anticipated impacts. Similarly, Birney, a
small unincorporated ranching community, is unprepared to address che
potential impacts,

Some conflicts may arise a8 a result of increased inceraction
among members of the Northern Chayenne Indian Tribe and nonmembers who
commuce daily across the rescrvation to work. Increased and unauthor-
ized use of the alrcady overtaxed recreational resources on the reser-
vation by non-Indians may cause friction as well.

Trooaportation

Train traffic on the nev line would result in traffic delays in
some¢ communities that had not previously experienced them. Increased
traffic on exiscing lines will resule in slight increases in traffic
delays in Miles City, Forsyth and downline communities to the eaat and
west.

Increased populaction and highway usea would require that gome
existing highuays be widened, paved, and renligned. Some bridga
enhancement might also be required. Additional troffic resulcing Erom
railroad construction and operacion will likely result in an [ncreased
incidence of motor vehicle aceidents.. Traffic across che Northern
Cheyenne Indian Reservation would increamse from commuter accivity
related to operation of potential mines in che area.

i N,

Energy

The BTU content of the coal from the mines to be served by the
TRRC railroad would exceed that expended in construction and operation
of the roilroad and related actions by nearly 4,000 percent.

Alr Quality

Temporacry localized air qualicty impacts would occur as a result
of the construction of the Proposed Ruail Line and the relaced mines.
These impacts would largely result from dust and emissions from eon-
struction equipment.,

Impacts to air quality from the operation and maintenance of che
railroad and related mines would occur, largely 08 o result of dieael
fuel emissions, but would not be likely co violacte scate and federal
standards, Fugitive dust problems associated with traffic on unpaved
roads in the Ashland area would continue and intensify as a resule of
increased vehicular traffic relaced to the railroad and to the mines.

Noise

During the conatruction of the Proposed Rail Line, dome residencs
of the area would be exposed to noise impaces from construction equip-
ment. In some cases this may cousc inconvenience, but these {mpacta
are not expected to reach levels which might be injurious to human
health.




Operation and maintemance of the railroad would sub)ect residents
to increased noise lavels. It is not anticipated that the nolse will
become a health hazard.

Safety

Construction-related safery impacts are likely to be confined ro
the TRRC work Eorce and the various construction sites. The exception
to this would be traffic accidents that might occur on public roadways
on the way to and Erom work. Such incidents may increase in propor-
tion to increased traff:ic.

Some grade-crossing accidents and train derailments would occur
within cthe project area as a result of operation of the railroad.
Projectians for such occurrences vary by scenario. Similar incidencs
would occur downline from the project arca. When compared to nation-
vide statiscics, the projected rate of occurrence of such accidents
attributable to TRRC traffic would be quite low.

Soils and Geology

There will be soil loss as a result of erosion during construc-
cion of the Proposed Rail Line and related mines. Some soils 1n the
region may be suaceptible to slumping. 1If this occurs along the route
selected, special construction/mitigacion techniques are suggested,
Salinity and sodic qualities of some soils may render them unsuicable
for wuse in reclomaction of mined lands. In such cases, special
handling and reclamation techniquas will be necessary.

Hydrology

Temporary increases in sediment loads in area screams would
resulr  from construction of the Propesed RaiLl Line. These increases
are not expected to alter the suitabilicty of the water for its curcenc

usage.

The mines to be served by the TRRC railrosd would provide the
greatest impact to water cesources. Surface and ground water systems
wauld be disrupted. Significant water quality changea could occur in
spoils ground waters. However, the cumulative effect on normal
streamflow and water quality is not expected to be great. Wacer
impacted by the mines should remain suitable for its current usage.

Studies of the Proposed Action and its potential impact on a
catastrophic breach of the Tongue River Dam {ndicate that the railroad
grade would not concribute significantly in terms of property damage
or threac to health and safety. Tuwo areas were identified where the
rallroad grade would constrict the flood plain, but not in a manner
that would affect dwellings or valuable agricultural land. The addi-
tional ac¢reage affected would be the sceep, broken, and eroded
terrain.
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Aquactic Ecology

The quality of some aquatic habitat could be degraded as a result
of increased sediment loads during construction of the proposed rail~-
rood. Some habitat will be lost due to bridge construction. Proper
mitigation should avoid significant impacts to important fish species.
Fuel and chemical spills during aperation of the railroad and related
wmines could cause increcased mortality among Eish specres inhabiting
reaches of the atreams that are concaminated.

Terrestrial Ecology

Vegetation and wildlife habitat would be lost in varying degrees,
according Lo the coute selected and coal production scenario applied.
Increased wildlife mortality due ro incressed human populstion, both
accidental and as a result of increased hunting pressure, vould occur.
Some vildlife movement patcerns would be disrupted.. No threatened or
endangered speacies have as yet been {identified in the ares. No
threatened and endangered animal species have been identified as indr-
genous to the area, alchough some, presumably migrating, individuals
have been recorded,

Cultural Resources

Several prehiatoric and historic sites will likely be impacted by
the construction and operation of the proposed railroad and related
mANes. Varying by route and coal production scenario, some sajges
would be descroyed, while others vould be impacted by the proximity of
activities relating to the railroad or mining. A number of affected
gates could be eligible for cthe National Register of Histeric Places.
Proper evaluation, excavation, and analysis, aa necessary, should
mitigate impacts to mosc sites.

Aesthetrica

Most of the impacts to visual resources as a result of construc-
tion and operation of the railroad are rated very lowv. The existing
pastoral landscape acr projected miring locations would be altered to
reflect the new industrial land use.

Route Couparison

The analysis conducted in preparation of- the FELIS delincates
quantitative differences in potential environmencal impacts by route.
Those potentlal impacts not lending themselves to strict quantifica-
tion, but requiring more general qualitative consideration, also were
examined. Enginéering and marketing consideracions also are involved
in a compacison of routas (see DELS, Appendix B), and will play a cri-
tical role for the Applicant in the final routing determinations and
vitimace feasibility of the railroad. [mpacts anticipated Erom the
proposed and projected surfuce-mining operacions in the Tongue Riser
area do not vary by route of the rail line and are not included :ia
thia discussion.




The Proposed Rail Line provides a direct link with the existing
Burlington Northern mainlice ac Miles City. From an engineering
standpoint, this would be the most desirable route. The 0.2-percent
ruling grade against load is smaller than any of the alternative
routes. 1In addition to rhe lowest construction costs on a per oile
basis, this factor could result in long term operational fuel savings.

The Proposed Rail Line is not as eavironmentally desirable as is
the Colstrip Alternative Route. Environmental impacts associated with
the Proposed Rail Line would be greater than those from the Colstrip
Route, buct would be comparable: to those that are anticipated for the
Tongue River Road Alternative Route and the Moan Creek Alternative
Route.

The Tongue River Road Alternative Route would utilize an existing
tranapoctaceon corridor, thereby limicing, to some extent, the neces-
gity to sever mgricultural parcels and disturb irrigacion syscems. 1t
wauld, however, result ian the loss of approximately 17 acres of prime
farmland to the right-of-way. From an engineering atandpoine, the
route would nor be as desirabl'e as the Proposed Rail Line. The 0.85-
peccent ruling grade againat losd would result in higher construction
and ultimately higher operactional costs. The potencial for grade-
croasing accidents along the Tongue River Road Altecrnactive Route wereld
be higher than for any of che other alternatives. The Tongue River
Road Altcrnative Route Follows the same alignment through the LARRS as
che Proposed Rail Line, and would pose the game potential For impacts
te ongoing reseacch.

The Moon Creek Alterrative Route was examined primarily as a
means of limiting the porential impacts to the LARRS. It traverses
only 2.5 miles of the southwest corner of chat facility and would not
be likely to affect significantly ongoing research actaivities. A
l-percent ruling grade against load renders this route leas favorable
in terms of engineering constraints, energy efficiency, and ultimace
consuner costs. The Moon Creek Alternative Route would require the
construction of a ralirvad bridge across the Yellowstone River. MNone
of the other routes under consideration include & Yellowsctone
crossing. The resulting potential for impact to aquatic resources
would be greater than any of the other roures.

The Colastrip Alternative Routs, by virtue of cthe considerably
shorter’ distance involved, would result in proportionally fawer envi-
ronmeatal impacts than any of the other routes under consideration.
It would avoid impacts to the LARRS entirely. However, increased rajl
traffic in the Colsteip and Fortyth areas would result in more vehicu-
tar delays. A slightly greater percentage of construction and opers-
tion impact papulation would be located in Colsctrip. Rail line con-
struction activities and train operations could contribure to exiscing
air quality problems In the vicinity,
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Mitigation

In cooperation with parties to the proceeding, a micigarion plan
has been prepared. That plan, which appears as Appendix B to this
dacument, delineates ancicipacted effects of che Applicant's proposed
accion on the physical and natural covironment gand recommends
appropriate ameliorative action., The decisionmaker is urged te adopt
the mitigation plan os it relates to alleviating adverse impacts to
the physical and nacural environment.

The mitigacion plan also addresses the potential social and eco-
nomic impacts of the Applicant's praoposed action., OF particular con-~
cern in this regard are potentlal lmpacets to land uses in the affected
territory. We emphasize that the mitigacion plan does not purport to
address, nor should it be interpreted as addressing, all conceivable
losses to ranchers, farmers, and others vhose land may be affected by
the Applicaanc's propased actron., These mattecs are beat lefc to atate
epinent domain proceedlngs, which are designed co protect adequately
the incerests of all concerned. To the exteat that the document
recognizes and treats some losgses of land or land use, it does so only
for purposes of use. It does so not caly for purposes of providing
examples, but also to facilitate dispute resolutions relacive to non-
pecuniary incerests in land (e.g., trespass). Although che decision-
maker is urged to adopt the micigation plan as it relates to allevi=-
atipg adverse social and econamic impacts, it should be made clear
that the mitigation plan is not the exclusive remedy available co
farmers, ranchers, and others whose property may be affected by the
Applicant's proposed action.

Comments reccived i1n response to the iavitacion to address the

mitigation plan, as originally propoaed, will accomphny this document
to the decisionmaker.
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4$.14.5 Overall Ilmpacts

The construction of the Tongue River Railroad over the route of
the proposed raiLl line or any of the alternatives would cause the loss
of agricultural land or its use through direct squisition or sever~-
anca. Overall agricultural land use losses for the route of the pro-
posed rail line would approximate 3,024 acres with an estimated loss
in productivity over the analysis period of $3.6 million. Losses for
the alternatives would range between 1,625 and 3,222 acres with a pro-
duccion value of between $761,000  and $3.5 million.

Facilities used in agricultural operacions would be displaced by
all of the routes, Whilé impacts to specitfic farms and ranches might
be pignificant, the averall displacement {s not high €or any of the
routes. The increase in population and activity associated with
construction would affect agriculrtural operations largely from an
inconvenience standpoinc. The availability and cthe cost of labor
would decrease and increase respectively as a result of construction
employment possibilities. -

Desirgbility of land far agricultural purposes may decrease for
parcels adjacent to the righc-of-way during operation of the Line.
Delays at <crossinga and resulting access problems for Earmers and
ranchers could occur during this period.

Mining operat::ons and associated community growth related to the
ratlroad could result in lost production totaling §1.7 million.

4.15 Sucmary Comparison of Proposed Action and Alternacives

The "No Action Alrernacive" assumes that the proposed railroad and
related mines would not be constructed. Under this alternative, there
would be no impact from construction of the ratlroad in the Tongue
River Valley. From a socioeconcmic perspective, there would ba very
lictle change in the total region-wide population after the complecion
of Colstrip Units 3 and &4 in 1986. Powder River and Custer County
populations would decresse through the analysis period (1984-2010),
while Rosebud County's populacion would grow noderately during that
same period. Although the agricultural sector wesld continue a his=
toric decline, cthere would be little scructural change in the area's
economy., The demond Eor servicens would grow alightly during the peri-~
od. However, with the reduction in induscrial development in the re-~
gion, revenues to local governmentts also would dectine. It is likely
that addicional tax revenues would be required to meer continuing de-
mands for govermment services.

Construction of the proposed rail line would result i1n 8 number of
environmeacal wmpacrs. While the Proposed Acrion does not conflict
with established tand use plans in the region, some chaages in current
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land use would result. Lands that would be lost due to construction
of che right-of-way and cto severance by the railroad are primarily in
agricultural use. Some irrigated lands, none af which are considered
prime farm land, would be affected by the construction of the rail
line. Most of the impacts from construction of the cailroad could be
mitigated by the Tongue River Railroad Company.

The Proposed Action also will cause social and economic impacts to
the three affected councties (Custer, Rosebud, Powder River). Again,
most of the impacts are mitigable. Loases in agricultural production
value will be more than offset by revenues received from the railroad
and che proposed mines. However, population growth in cthe region
would have some adverse efFects on the social fabric of the area.
Most communities have sufficient structure to accommodace the impact
population. However, the communities of Ashland and, to a lesser
extent, Birney would have more difficulty adjusting to the increased
population.

Construccion of the proposed rail line would have little long term
impact on biological and physical resources in the project area. Tem~-
porary disturbaance to soils and vegetation, to aquatic resources, and
to air quality would occur, but could be mirigated by proper construc-
tion of the rail line. With regard to wildliEe impacts, operation of
the railroad could disrupt some movement patterns between the uplands
and bottomlunds. Some wildlife habitac would be lost due to construc-
tion of the right-of-way. As with other environmeantal effecca, many
pocential wildlife tmpacts can be mitigated through careful planning
and proper construction techniques.

Impacts that would occur as a resulc of mining operations in che
Tongue River Valley are expecred to be more significant than impaccs
from construccion of the TRRC's propesed railroad. Changes that
necessarily would oceur as a result of railroad and mine development,
such as increased population and a switch Erom an agricultural to an
industrial economic base, would impact local communities. Once again,
the communities of Miles City, Colareip, Forayth, and Broadus are most
able to accormodate the Increased population. The communities of Ash-~
land and Bicney would receive the most adverse impacts from industrial
development of the Tongue River Valley.

lmpacts to biological and physical rcsources would be most pro-
nounced in the area of soils and hydrology. ©On a localized basis,
surface and ground water would be discrupced, although the cumulative
aEfect on the normal river flow would be small. Although the alluvial
ground water quality should not be impacred beyond specific mining
areag, significant water quality changes could occur in the spoils
ground waters. The incresses in Total Dissolved Solids (TDS) concen-
trations, however, would nor alter the suitability of water for cur-
rent uses. With regards to sotls, available data suggest that unaf-
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Eecced soils may cover the area sufficiently to provide adequate
surface soil for reclamation after mining. However, the majority of
the soils in the project area exhibit poor reconstruction suitability
ratings, a condition which increases the cost of reclamation. In the
case of both hydrologic and soils impacts Erom mining, the regulatory
regime in force in the State of Montana would require the prepacacion
of adequate reclamation and hydrologic plans €or- each aine.

The overall environmeatal impact of construction and operation of
a roilroad to serve coal mines in the Tongue River Valley would be
greacer from cthe Proposed Rail Line, the Tongue River Road and the
Moon Creek Alternative Routes than: ir would Efrom cthe Colstrip Route.
The Colstrip Alcernative Route, by virtue of its length, would exerc
quantitatively fewer environmental iapacts. (In addition, the Colscrip
Route avoids impacts to the LARRS.

Rone.of the four possible routes, however, poses an insurmountable
environmental preblem. Impacts asseciated with the Propesed Rail Line
can be mitigated in an acceprable manner, as illuscrate din Appendix B
to chis FEIS. Since all of the routes would serve the same coal
mines, the impacts From related accions do not differ by alternative.
The detniled analysis by roure contained in the DEIS addresses the
impacts, boch specifically and cumulatively. Impactas Erom the Pro-
posed Rail Line would be comparable to thoae that are ancicipaced from
the Tongue River Road Alternacive Route and the Moon Creek Alternacive
Route. The differences between the wvarious routes are presented
below.

The Tongue River Road Alternative Route would utilize an existing
transportation corridor, thereby limiting, to some extent, the neces-
gsity to pever agricultural parcels and to discturb irrigaction systems.
It would, however, result in the loss of approximately 17 acres of
prime farmland to the right-of-way, and an additional severance of 37
accres of prime farmland. The displacement of homes on the Tongue
River Road route also will be higher than if the route of the proposed
rail line is selected, Slightly more acreaga would be needed for the
righct-of-vay of the Tongue River Road route, although it does not
differ substantially from the proposed rail line. The Tengue River
Road Alternative Route does not differ Erom the Proposed Rail Line in
1ts affece to the Livestock and Range Research Stacion.

The most importanct advancage of the Moon Creek Alternative Route
is that {r limits the impacts to the LARRS whlich would occur along the
proposed route and the Tongue River Road Alternative Route, The rouce
would traverse oaly 2.5 miles of the sguchwestern corner of that Eaci-
lity. [t would not be likely thar ongoing reseacrch activities would
be significantly affected. The Moon Creeck Altecrnative Route would,
however, require che greatest acreage for right-of-way construction of
any of the altarnatives. The only other significant differonce {n the
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Moon Creek route wauld be the requirement of the conscruction of a
railroad bridge across the Yellowstone River, None of the other
routes under consideration include a Yellowstone crossing. The re-
sulting potential for impacting aquatic resources wunuld be greater
than for any other route. Morecover, the Yellowstone crossing would
require @ Section 10 permic from the ¥.S, Army Corpa of Engineers.

The Colstrip Alternative Route, by virtue of the considerably
shorter distance involved, would result in proportionally fewer envi-
ronmental impacts than either the Proposed Rail Line or ochar alterna-
tives under conasideration, It would avoid impacts to the LARRS an-
ticvely, However, increased rail ctraffic in the Colstrip and Forsyth
arcps would resulr in wmocre vehicular delays in those communities. A
slighely greater percentage of the constructien-and-operation Impact
populaction would be located in Calstrip, should this route be selec-
ted. In addiction, rail line construction activities and train opera-
tions would contribute to existing air quality problems in the vicini-
ty aof Colstrip.

The BN Option diffars only slightly from the Proposed Action,
Thirey (30) fewer acres would be réquired for right-of-wvay or facili-
tiea. The Cicy of Miles City would not benefit from direct tax reve-
nues, due to the location of the yard facility. More vehicular delays
would acqur in Miles Cicy, but they would be cunfined to the 8N main=-
line. No emergency scrvice delays arc projected, uwnless the grade-
sepnrated crossing in that comnunicy is not usable. Fever tocal acci-
dents would occur at crossings, and all would. now occur on che
exLsrcing BN oainline. Conflicts could occur with the Miles City Fish
Hotchery. These conflicts will be resolved undez the authority of the
State of Montana.

—
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FINANCE DOCKET NO. 30186

RAIL CARRIER Tongue River Railroad Company, Inc.
AGENCY: Surface Transportation Board
ACTION: Notice of Revised Deadline for Filing Comments on a Revised
Application to Construct and Operate the Previously Approved Linc of
Railroad in Custer. Roscbud, and Powder River Countics, Montana

SUMMARY

On October 16, 2012, Tongue River Railroad Company, Ine. (“TRRC") filed an updated
application wath the Suface Transportation Board seeking authonty to construct a common
carricr rail line beiween a BNSF Railway Company (“BNSI™) Line in Montana and
Ashlund/Ouer Creek, Montana. A line designed to serve the Ashland/Ouer Creek arca was
previously approved in 1986 by the Surface Transportaiion Board's (“Board™) predecessor — the
Interstaic Commerce Commussion (“1CC™) -- in Tongue River R R. — Rail Construction and
Operation — In Cusier, Power River and Rosebud Counties, MT, Finance Docket No. 30186
(1CC served May 9, 1986) (herealier “1986 Dcecision™). As Ihe expectled operator of the rail line,
BNSF jomned in the updated application On November 1, 2012, the Board served a decision
direcung TRRC to lile supplemental information by December 17, 2012 relating to the
transportation merits of the rail line that TRRC proposes to build and also extending the due date
for comments in support of or opposition Lo the revised application as supplemented by TRRC to
March 1, 2013.

The rail line approved in 1986 connccts with a BNSF line at its northern end near Miles
City, MT. Near its south ¢nd, the line splits into 1wo branches just souih of Ashland, MT and has

two Termunus Points — (1) Terminus Point #1 continues southwest and ierminates at the
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previously proposed Montco Mine location (“Montco Mine Spur™), and (2) Terminus Point #2
continucs south from the Ashland arca along the Otter Creck (“Otter Creek Spur™). TRRC does
not intend to construet the rail lincs south of Terminus Points #1 and #2 that were the subjects off
its applications in TRRC 11! and TRRC 1112 Other alternative routings for the line to serve
Ashland/Otter Creek are currently under review and will be addressed during the environmental
review in the STB proceeding.

The purpose of the rail line is the sume as the purpose of the rail line approved in 1986;
namely. to trunsport low sul fur. sub-bituminous coal {rom proposed nune sites in Rosebud and
Powdecr River Counties, Monlana, including proposed mines in the Otter Creck arca. The rail
linc will also operate as a common carricr line and will thus be available to transport other
commodities en reasonable request.

TRRC will supplement its updated application by December 17. 2012 10 include relevani
information from the 1986 proceeding and o claborate on certain points raised in ns updated
application In addition, TRRC has retained a third party contractior pursuant 10 49 C.F R. §
1105.10(d) to work with the Board™s Office of Environmental Analysis ("OEA™) in prcparing
necessary environmental documentation as required by NEPA in connection with the TRRC
project OEA has identificd several aliernative routings which it intends 10 study. The Board’s
environmental documentation will be made available for public review and comment at a later date.

Any miterested party may advise the Board of uis interest in this proceeding and/or file
written comments on the revised application with the Board. The deadline for filing with the

Board any notice of interesi and/or written comments (with 10 copices) has been extended from

! Finance Docket No, 30186 (Sub-No. 2), Tongue River Railroad Company — Rail
Construction and Operations — Ashland to Decker, Montana,

? Finance Docket No. 30186 (Sub-No 3), Tongue River Railroad Company, Inc —
Construction and Operation — Wesiern Alignment.




November 20, 2012 to March 1, 2013. Written comments must contain the basis for the party’s
position cither in support of or 1n opposition to the proposal. Written comments should indicate
the procceding. S I'B Finance Docket No 30186, and should be filed with the Surface
Trunsportation Board, Office of the Secretary, Case Control Unit, 395 E Street, SW,
Washington, DC 20423-0001. A copy of cach comment shall also be served upon TRRC's
representative: David H. Coburn, Steptoe & Johnson LLP, 1330 Conneclicut Ave , NW,
Washington, DC 20036. (202) 429-8063. IFAX: (202) 429-3902. TRRC’s reply Lo comments in
support or opposition 1o the revised application will be due on April 15, 2013, On the basis of the
comments and reply. the Board will decide if a hearing is nccessary.

A copy of the updated application is currently available for public inspection at the
oflices of the Surfuce Transportation Bourd and on the Board’s website. and a copy of TRRC’s

supplement thereto will be available for public inspection subsequent 10 December 17, 2012
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VERIFIED STATEMENT OF STEVAN B. BOBB




BEFORFE. THE
SURFACE TRANSIPORTATION BOARD

Finance Docket No. 30186

TONGUE RIVER RAILROAD COMPANY, INC. - RAll. CONSTRUCTION
AND OPERATION - IN CUSTER, POWDER RIVER AND
ROSEBUD COUNTIES, MT

VERIFIED STATEMENT OF
STEVAN B. BOIiB

My name 1s Stevan B Bobb  Since December 2011, | have been President of Tongue
River Rmlroad Company. Inc ("TRRC™). [ also am the recently appointed Exceutive Vice
Mesident and Chiel Maikeung Officer for BNSF Rmlway Company ("BNSF™) My previous
position at BNSF was Group Vice President, Coal Markeung | joined BNSF's predecessor. the
Burlington Northern Railroad. in 1987 and huve been employed continuously by the ralroad
stnce that cdate  Following some canly work in information systems and miketing support, my
carcer has been spent primarily in hine maketing positions. | have a B.S. in Agriculwure fiom
Notih Dakota State University.

Smee becomimg President of TRRC, 1 have been invelved in the geneial oversight of the
Tongue River Rutroad project Based on my expenience in my cuirent posiuon, | am very
familun with the nansportauon of coal by il and specifically wath the need for the TRRC line
for transporting the substanual reseives of Northern Powder River Basin coat mined a Ot

Creck and potentially clsewhere in the Ashland area of southeustern Montana




I. TRRC Plans to Construct Colstrip Alignment

TRRC currently intends (o consuuct and operate an approximaiely 42-mile line between
Colsuip. MT and south of Ashland. MT with two eriination points — one that proceeds up the
‘Tongue River Valley to the pievicusly proposed Monico Mine (“Terminus PPoint 1) and the
othei that exiends up the Otter Creek drainage (“Terminus Pomnt 2%), TRRC does not intend 1o
consuuct any 1atl line south ol Terminus Point 1. In other words, TRRC 1s ot proposing to
construct the rail hine that was the subjeet of fts applications in the TRRC ' and TRRC 1112
proccedings.

TRRC’s current proposed rail line is gencially referred 10 as the Colstrip Alignment
because it will iesult in tralfic being routed through Colstrip. MT and will conneet with BNSIEs
Colsuiip Subdivision. It follows a dilTerent route than the Miles City. MT 10 Ashland/Otter
Cieck alignment proposed in TRRC’s October 16. 2012 Revised Apphcation. TRRC has now
choscn this different route for its preferred alignment based on addiuonal engineeting und othet
data that show thit the Colstrip Ahgnment offers an operatonally feasible, cost-elTective and
less environmentally impactful routing for the rail line  Notably, the Colstrip Alignment will
requite only 42 miles of new construcuion. as apposed 1o maore than twice that amount of new 1ail
construction for the 1oute through Miles City picviously approved by the ICC in the TRRC |
proceeding, and almost twice that amount for the modified version of the Miles City 1owe

offered by TRRC in its October 16. 2012 application

"The TRRC 1 proceeding is Ninance Docket No. 30186 (Sub-No. 2). Tongue River
Ranlroad Company — Rail Construction and Oper attons — Ashiand 10 Decker, Montana.

2*he TRRC 111 procceding 1s Finance Docket No. 30186 (Sub-No 3), Tongue River
Railroad Company, Inc — Construction and Operation — Western Alignment.




The northern end of the Colstip Ahignment will connect 1o the existing BNSF Colstrip
Subdivision just south of Colstnp. MT The BNSF Colstrip Subdivision would conneet TRRC's
Colstrip Ahignment to BNSF's I'orsyth Subdivision at Nichols Wye, from which location tramns
can move cither castbound or westbound on the Foisyth Subdivision  Apart from an occasional
local train. the existing BNSF Colstrip Subdivision s not used (or regular traw service woday
Thus, the opeiation on thai Subdivision ol trains originating o1 wimmating on the TRRC Colstrip
Alignment wall not result in any train conllicts o1 otherwise overburden the Colstrip Subdivision
line. The Colstrip Subdivision and the Nichols Wyce will. however. require some upgiading o
meet current main line siandards for track handhing unil uains of coal. Such upgrades will be
made before TRRC-onginating unit coal trains will use the hine

The proposed Colstrip Alignment ranl line (ollows a route that is very sinula 1o the
Colstrip Alternative analyzed previously in the TRRC | proceeding.” Fiom the connection point
with the existing BNSF Colstrip Subdivision south of Colstrip. the new line would head
generally southeast crossing and parallehing existing State and County roads to the Tongue River
vailey at a point about mne miles north of Ashland. I1om there, the line would wm generally
south and cast of Ashland and then split into two branches just south of Ashland with two end
points desciibed above — Terminus Point { and Termimnus Point 2. The pamary dilference
between the Colstrip Alignment now being proposed and the Colstrip route considered
previously in the TRRC | casc 1s thut approximately five miles of the Alignment would now
parallel Greenleaf Road (S-447) prion to reaching the Tongue River valley, 1ather than following
Roe & Cooper Creck By taking advantage of the existing Greenleal Road conidor, as opposed

to creating a new corridor for that approximalte live mile distance, 1t is anticipated that there will

3I'he TRRC 1 proceeding 1s Finanee Docket No 30186, Tongue River R R — Rad
Construction and Operation — In Custer, Power River and Rosebud Cowunties, MT,
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be [ewer adveise environmental impacts, including lewer disruptions 10 agriculural and ranching

operations in the alen.

From approximately nine miles noith of Ashland to Terminus Points | and 2, the
proposed Colsuip Alignment closely matches the alignment of the 'RRC I';lil line previously
approved by the ICC in 1986 in the TRRC I pi occccling," except for some 1efinements now
proposed 1o that poruon of the line. Those refinements. which are the same as those proposed
for the Ashland-Terminus Poinis | and 2 poruion of the line in TRRC's Octobur 16. 2012
application, are reflected in the alignment shown on the map anached in Exhibit C 1o TRRC's
current apphcauon and me also reflecied on the detailed acrial photos that are aniached 10 this
application as part of Exhibit C The relinements generally entail a suaighiening and shortening

of the raul alignment approved in 1986. Some of (hese refinements had previously been proposed

by TRRC and were-considered in the TRRC 11 proceeding

il. Therce is 1 Public Need for the TRRC Line

The common catnier TRRC line as now proposcd would serve the same public need as
the linc appoved by the ICC in 1986. Specifically. the Line will allow for the transportation off
coal produced at the Ouier Creck Mine that is planned for development by Otier Crech Coal,
LI.C. a subsidiary of Arch Coal, [nc. ("Arch™) It will also allow (ot the uansportation of coal
from other mines that may be developed in the Ashland aiea and other products that may be
uansporled by any shippers that choosc o uuhize the hine,  Because the TRRC hine will be
operated as a common carrier line. TRRC wall hold itself out to nanspoit freight for any shipper

that locates on the line and makes a reasonable request for rnl service, just as BNSF does

* Finance Dockel No. 30186, Tongue River R.R, — Rarl Construction and Operation — In
Custer, Power River and Rosebud Counties, MT (1CC served May 9, 1986) (hercalter 1986
Decision™).
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The rail transportation of coal produced at the Otter Creck Mine and other mines that
may be developed in the area would no less serve the public convenience and necessity than do
lhc.: numecrous rail lines that serve existing coal mines in other portions of the Powder River Basin
loday. Such transportation is critical to meceting encrgy nceds. to the financial health of the coal
industry and 10 the economy of eastern Montana In fact, there is no viable alternative means of
nansporling coal in the volumes that will be produced at the Otter Creek mine, other than rail
and no sail linc other than the TRRC line will be capable of transporiing the coal produced n the
Oiter Creck and Ashland aicas ol the Noithern Powder River Basin - The transportation need lor
the TRRC line 1s thus obvious, and verified by the decisions of TRRC's owners, including BNST
and Arch. 1o invest in the development of this rail line

The State of Montana has alicady demonstrated its commitment to the developmeni of
the subsiannal coal resource at Quer Creek through its decision 10 lease the Otter Creck tracis 1o
an affiliate of Arch. The lease payments and other income that the Stale will earn Irom the
development ol the coal 1esouice wall result in large payments to the State that will enhance the
State’s abulity o [und important public needs.

Morcaver, Arch’s aclions in taking important steps to seck a permut (or the Quer Creck
mine underscore its belicf that there is a market lor the coal 1o be mined at that site  There are
approximalely 1 5 billion tons of low sulfur, sub-bituminous coal I?calcd i the Ouer Creek arca.
making it one of the largest undeveloped coal ficlds in the United States. There ure several
billion tons of coal overall 1n the Ashland arca. For that reason, TRRC 1s proposing to build its
line not only 1o Outer Creek. but also 1o Terminus Point 1, so that TRRC will be positioned 1o

transport coal that may be mined in the Ashland arca




Coal remains an important energy 1esource and its role in that regard will remain vital for
years lo come  Accordingly. the owneis of TRRC. which include BNSF and Aich, arc prepued
to make a significant linancial investment in the TRRC line 1o complement the investment that
Arch is making n the development o' the Ouer Creck mine. These investments underscote the
need for the TRRC hine and for the coal that would be uanspoited on the line,

.  Colstrip Alignment Has Environmental, Economic and Operating Advantages Over
Rail Line Approved by ICC in 1986

1 desenbe below some of the environmemal, economic and operating benefits that will
result from construcung the TRRC line along the Colstrip Alignment rather than along an
alignment between Miles City and Terminus Points | and 2. as approved by the Interstate

Commerce Commission ("ICC™) in 1986.

A, Environmental Advantages

The Colstrip Alignment will be approximately 46 nules shorter than the 1oute previously
approved by the ICC in the TRRC | proceeding  As a result. the Colstrip Alignment will require
fewer acres of land 1o be acquired lor the raihioad righi-of-way and. consequently. fewer acies of
vegetation and waldlile habitat will be lost il the Colstrip Alignment is constructed n licu of the
ral line approved in 1986

The Colstrip Alignment also has the advantage over the pieviously approved 1oute of
following exisung coiridors  NMoicover, the Colstrip Alignment has the enviionmental advamage
over other 1outings considered previously in TRRC | of reducing the number of railioad miles
traversing the Tongue River valley. Heading south from its northern terminus at the existing
BNSF Colstrip Subdivision south of the town of Colstrip. the Alignment would enter the Tongue
River valley near the point where Greenleal Road intersects with Tongue River Road. and

traverse the valley for a distance ol only about |7 mules 1o Tetminus Point 1. Thus. potental
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impacts o the vallcy and Lo the Tongue River, including water quality impacts. very hkely would
be reduced relative to the Miles Cuy toule.

Fuither, the modifications proposed lo the poition of the Colstrip Alignment that was
previously approved by the ICC in 1986 (the portion south ol the Greenleal” Road area) locates
the line [utther west of the Tongue River and, as a sesult, impacts o the tver valley will be
reduced

Morcovel, unlike the previously approved route, the Colstrip Alignment also completely
avoids the Miles City Fish Hatchery and the United States Depanimem of Agneulune's
Livestock and Range Rescarch Station (“LARRS™) lacility. It also eliminates the need for a new

crossing of Inteistate Flighway 94.

B. Economic and Operating Advantages

Operations over the Colsuip Alignment will not require a dilferent number of
locomouves than would be the case (o1 any of the other allernatives being considered in the
TRRC | proceeding. Further, the Colstrip Alignment will be designed to clTiciently handle unit
trans ol coal.

The Colstrip Alignment will require longer operations agamnst ruling grade (abouwt 12
unles) 4s opposed to the other alternatives previously considered in the TRRC | proceeding and
the modified version of that Miles City route identified in TRRC's October 16 filing. However,
the overall shorter distance of the combined Colstnip Alignment/existing BNSF Colstrip
Subdivision routing between Otter Creek and the BNSF Forsyth Subdivision will ofTset 1o some
cxtent the longer distance of such againsi-giade operations  Morcover. we have deteimined thal

uansportation of unit coal trains along the Colsuip Alignment is opeiationally feasble. In fact.




the operating chaructenistics of the Colstrip Alignment are not matkedly different lrom those of
ather lines operated by BNSF that haul coal unit trains.

Foi Otter Creeh/Ashland coal uaffic heading westbound. the Colstrip Ahgnment's
general northwest/southeast oriemation offers a reducuon in the total mileage from origin to
ultimate destination lor the coal. elininating approximaiely 50 miles that the uafTic would
othei wise have 1o navel on the existing BNSF Morsyth Subdivision 1" that uafTic entered 1hat
Subdivision at o1 ncar Miles City as 1t would under the other alignments previously considered
Eastbound coal uaffic would ulumately travel aboui 38 mules farther under the Calstrip
Algnment to reach Miles City, as opposed (o the other routes previously considered

The propesed modifications Lo the portion of the Colstrip Alignment in the Tongue River
valley and along the Otter Cicek spur, i € . the portion of the line south of Greenleal Road thai
was previously approved by the 1ICC, are designed to straighten the line and thereby approve the
cfficiency of coal unu train operations  Tlus will result 1n fuel usuge. operational cost and
maintcnance cost benelits relative 1o the somewhat cwivier line previously approved.

TRRC will finance the construcuon of the line through equity contributions by some or
all ol the members of its parent company, Tongue River Holding Company. LLC. or through
long-teim debt guaranteed by some or all of those members, or through some combination
theicol Due to 11s shorter length. the cost of constructing the Colsttip Alignment 1s expected 1o
be meamingfully lower than the cost ol constiucting any of the proposed alignments through
Miles City and well wathin the ability of the funding parties. The projected construction cost is
$416 million and detail on this cost 1s provided in Appendin B 10 the Apphcation.

Further, ow projections show that. based on payments made 10 1t by the operator (BNSIF)

and anticipated expenses, TRRC will be financially viable, as indicated in Exhibit G to the
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Application [t is planned that the operator will pay the maintenance and insurance costs of the
Iinc. and that TRRC’s prumary expenses will consist of depreciation, propei Ly Laxes and various

administrative expenses




VIERIFICATION

I, Stevan B Bobb. hereby verify under penalty of perjury under the laws of the United

States of Amernica that the foregoing is true and correct Lo the best of my knowledge and belicf,

Dated thns !:‘ day of December, 2012

Stevan B Bohb
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VERIFIED STATEMENT OF
WILLIAM M. ROWLANDS




BEFORE THE
SURFACF. TRANSPORTATION BOARD

Finance Docket No, 30186

TONGUE RIVER RAILROAD COMPANY, INC. — RAIL CONSTRUCTION
AND OPERATION - IN CUSTER, POWDER RIVER AND
ROSEBUD COUNTIES, MT

VERIFIED STATEMENT OF
WILLIAM M. ROWLANDS

My name is William M. Rowlands [am President ol Otier Creck Coal, LLC (“Otter
Creck Coal™), un operating subsidiary of’ Arch Coal Inc. (“Arch Coal”) and an afTiliate of Ark
Land Company (“Ark"™). [ have been an employce of scveral Arch Coal operating subsicharics
across the Umted States with duties relating to cngincering, operations and management
including Mingo Logan Coal Company in Wesl Virginia, Cumberland River Coal Company in
Kentucky and Viurgima and Thunder Basin Coal Campany in Wyoming. [ am a graduate of West
Virginia Institute of Technology with a B.S degree in civil engincering

My responsibilities at Otter Creek Coal include the day to day opcration and development
of the Otter Creek Mine, a greenlicld coal mining projcct to be located in Powder River County,
Montana [In that capacity, | have been responsible for developing the operation since 1ts
inception including investigation and quantification of the coal reserves, preparation of the
applications for various permits related to the Ouer Creck Mine including the mining permnt, and
interacuion with the communily and governmental agencics with respect to the development of

the Otter Creck Mine. Based on my work experience, [ am knowledgeable about the coal




reserves in Powder River County, Montana, including thosc in the Ouer Creck arca, about Ark’s
lcase of coal tracts in Otter Creck. Montana, and about Otier Creck Coal’s plans to develop the

coal tracis in the Otter Creck area

I. Coal Reserves in Powder River County, Montana

The coal reserves in Powder River County, Montana making up the Otter Creek Tracts
arc owned in a “checkerboard” configuration by Great Northern Propertics Limited Partnership
(*“GNP™) and the State of Montana which together comprise a gencrally contiguous 1 5 billion
ton coal reserve consisting of fow sulfur, sub-bituminous coal  Construction of the Tongue River
Railroad rail hne will provide, for the first time, rail service to one of the largest remaining
undeveloped reserves of low suffer, sub-bituminous coal in the United States.

In November 2009, Ark leased the coal reserves in Powder River County, Montana that
arc owned by GNP. In March 2010, Ark leased from the State of Montana the remaining coal
reserves in Powder River County, Montana. Together, the Powder River County coal rescrves
leased by Ark are commonly referred to as “Otter Creck Tracts.” Otter Creck Coal, which as |
have noted 1s an indirect, wholly owned subsidiary of Arch Coal and an affiliate of Ark, will

develop the Otter Creck Mine and mine the coal 1n the Otier Creek Tracts.

I Otter Creek Coal's Plan to Develop Otter Creek Tracts

Otter Creck Coal has already sought and obtained a prospecling periit from the Montana
Department of Environmental Quality (*MDEQ™) for the Otter Creek area. On July 26, 2012,
Otter Creek Coal [iled a mine permit application with MDEQ sceking authority to construct and
operate the Otter Creck Minc, a planned combination dragline/truck shovel surface coal minc
that will be located m the Otier Creek Tracts near the southemn end of Ouer Creck Spur
(Terminus Point 2) of the Tongue River rail hne. The permit requests authority 1o develop a
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mine that would cover approximately 7,600 acres in the Otter Creek area  Belore the permit
application can be acted upon by the MDEQ, that agency will undertake an environmental
review under the Montana Environmental Protection Act. The Ouer Creck Mine will transload
coal to umt trains on the Tongue River Railroad via a projected rail spur/coal silo confliguration
located along a rail loop at Termunus Point 2 of the Tongue River rail hine. The rail loop at the
mine will be designed to accommodate |50-car umt truns

Assuming that Otter Creck Coal is granted a mine permit, including all supplemental and
ancillary required permits, we estimalte that 11 will take approximately two and a hall years to
complete the construction of the Otter Creck Mine Based on a myriad of factors including,
without limitation, market conditions and gencral business considerations, our best estimate 15
that the Otter Creck Mine could be constructed and ready to produce coal in January 2017,

The Otter Creek Mine 1s expected 10 ramp up to its annual full production level ol
approximately 20 million tons of coal afier two years of production. In the first year of
praduction, we expect the Otter Creck Mine to produce a pro-rated amount of 12 million tons of’
coal. In the second year of production, we expect the mine to produce appreximately 6 million
tons of coal. Thereafter, in the third and subsequent years of operation, we cxpect the Otter
Creck Mine to produce 20 million lons of coal annually, although actual production may vary
considcrably depending upon market conditions and/or other business considerations. Based
upon the projected rate of production and estimated coal reserves in the planned mining area of
330 million tons, the Ouer Creck Mine should allow for nearly 20 years of mincable coal
production.

According 10 a study prepared by the University of Montana’s Burcau of Business &

Economic Research entitled “The Iinpact of Outer Creck Coal Development on the Montana




Economy,” the development of Otter Creck coal and the TRRC line will bring significant
economic benefits 1o Montana. See Appendix D to the Application. These benefits include the
creation of more than 2,600 jobs during consiruction of the minc and rarlroad, and more than
1,700 new permancnt jobs during operations of thc mmne The jobs will not only result from
dircct employment by the mine and railroad, but would also be created in the retail, health care,
consiruction, government and health care seclors, among others  The Study also concluded that
the development would increase Montana personal income by more than $100 million during
construction of the mine and railroad, and by more than $125 million per year during mine

operations. The coal mine development also will generate substantial tax revenues for the State

of Montana.
[1I. Potential Markets for Otter Creek Coal

Because the Otter Creck Mine coal will not be developed lor several years pending the
permitiing process and other regulatory and opcrational hurdles, 1t is not possible to predict at
this time where the coal will be dehivered afier production commences. However, there are
various potential markets generally identified for the Otter Creck coal  We belicve that the Ouer
Creek Mine projcct “will help [Arch] competitively serve US power producers, supply additional
coal for export to emerging Asia or possibly housc the sitc of a future coal-conversion facility.”
See March 18, 2010 Arch Coal press releasc titled “Arch Coal Sccures Staie-Controlled Otter
Creck Coal Rescrves in Montana” (included as Attachment 1) [n other words, the coal could

movce east or west for domestic usc or export.
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ATTACHMENT |

Arch Coal Secures State-Controlled Ower Creek Conal Reverves in Montann
March 1%, 20102.22 PM ET

ST. LOUIS, March I&, 2010 -- Arch Cual, Inc {NYSE ACI) 1oday announced that 1t was the successful bidder for a siie coal
lease known as the Ouer Creek Tracis located 1n southeasiern Montanz Arch made a one-ume bonus bid for the lense of $85.8
mullion, poyable in April 2010 The ¢oal Icase will give Arch the nght te mine approximately 8,300 acres of state-owned mmneruls.
Arch now controls approxanately 1.5 billion tons of coul in Montana's Ouer Creek area, meluding previous reserve additwons such
as the conl leuse secured in November 2009 through Grea: Northern Properues Limied.

"We view the combined Quter Cieck coal rescrves as a strategic platform for {uture growth in the Northern Powder River Basin,”
said Steven F Leer, Arch's chairman nnd chief exceutive officer. "1he addition of the Moniana state reserves further expands und
strengthens our posttion while affording us greater flextbility 1n future site development As previously stated, we believe these
Northemn PRB reserves will help us compentively serve U S, power producers, supply additronal ecal for export to emerging Asia
or possibly house the site of a future coal-conversion facilny *

51, Lows-based Arch Coal 15 the second lnrgest U.S coal producer. Through vs national network of mines, Arch supplies cleaner-
burning, low-sulfor coal 10 U.S. power producers 1o fuel roughly ¥ perceni of the nation's elecinneity The company also ships coal
to domestic and mternztional steel menufacturers as well as inlemational power producers

“orward- [.ooking Statements* They press releave contenns "forward-looking statements” - that 1s, statements related 10
Jinure, not past, evenis In this context, forward-looking statemenis often address our expected future business and
Jinancial performance, and ofien contam words such as "expects.” "anticipates,” "imiends, " "plans,” “believes,” “seeks,"
or "wil.” Forward-lovking statemenis by thewr natire address matiers that ave, 1o different degrees, uncertam For us,
paricular uncertainties arise from changes in the demand for our coal by the domestic eleciric generation indusiry: from
fegiviation ond regulatrons 1elanng to the Clean A Act and nther envirommental imtiatives; fram operationol, geological,
permit, labor and weather-related factors; from fluctuanons i the amount of cush we generate from operations; from
Jure integration of acqun ed husinesses; and from niumerous other maiter s of nattonal, reglonal and global scale.

tncluding thase of a paliical, economic, bunmess, competttive or regulatory nature, These uncertginties may cause aur
actual futire results 10 be materially different thon those expressed m our forward-looking staiemnents We do not
undertake 10 update our forward-lnoking staiements, whether as a result of new nyformanon, fiture events or otherwise,
excepr us may be required by law For a description af some of the risks and uncertamnties thar may affect our Juture
results, you should see the risk factors described from time to time i the reporis we file with the Secu iies and Excheange

Comnusyion
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ANA COAL COUNCIL

2301 COLONIAL DRIVE = HELENA, MONTANA 59601
(406) 442-6223 » FAX: (406) 449-6628 + EMAIL: MTCOAL@ACL.COM

August 7, 2012

Chairman Daniel R Elhot
Surface Transporiation Board
395 E Street SW
Washingion, DC 20423

RE' Tongue River Railroad, Finance Docket 30186

Chairman Elliot:

The Montana Coal Councl is an industry trade association representing all six of Montana’s operating coal
mines, a handfu] of major coal reserve holders, numerous coal consuming customers, and over 50 major
suppliers of goods and scrvices Collectively we represent 1208 direct employees and ncarly 10,000
indirect, Needless to say, the coal industry 15 a huge economic engine n the state of Montana, The six
opcraling mincs nlone paid $118,363,376 in state, local and federal taxcs in 20k 1. Continuance of that
level of cconomic aciivaty hinges on cxpansion and replacement of depleting permitied coal rescrves.
Conscquently the development of new coal mines and the associated necessary transportation sysiems 15
paramount to Montana's economic fulure.

The Tongue River Railroad project 1s a key component 1o the cconomic prospenty of Montana, and
southcastern Montana in particular. This project will open up hundreds of employment opportunities for
Montana residents and skilled labor from around the country. In addition to the employmen opportumties,
the tax revenues provide bencfits 1o residents 1n all comers of the state Furthermore, vanous pollings have
indicated that Montanans overwhelming support expanded coal mining in Montana (nearly 75%) A recemt
report by the University of Montana Burcau of Business and Economic Research quanufies that 2600 jobs
will be created by development of the Ouer Creek Coal mine and the associated Tongue River Rmtroad,
Collectively this development would add 1740 permanent jobs and increase the tax base by over $100
milhon annuully! That 1s an incredible shot in the arm for Montana economics

We huve every reason 1o have confidence in the ability of the companies involved to fulfill all their

regulatory requirements and carry out their activities as good corporate citizens. We urge your approval of
the TRRC's filing.

Respecifully,
L

Bud Clinch, Executive Director
Montana Coal Council
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Chamber of Commerce

Your Buisiness Advocate Since 1931

Chairman Daniel R. Elliot
Surface Transportation Board
395 E Street SW

Washington, DC 20423

RE Rewised Application for Construction of the Tongue River Rallroad, Finance Docket 30186
Chairman Elliot*

For over 80 years, the Montana Chamber has been the state’s leading advocate for business, economic
development and job creation Our mission focuses on growth of the private sector through free enterpnise,
responsible stewardship of the land, and private investment. The revised application for the construction of the
Tongue River Raslroad 1s very much in line with the Montana Chamber's mission, and it will be a huge economic
beneflt to our state

Montana would not exist without railroads. With our expansive borders and sparse papulation, we grow and
extract much more than we can ever consume, which necessitates affordable, rehable and fast transportation
means. These essential transportation arteries allow farmers, ranchers and business to move thelr goods to larger
markets.

The railroads have also been important to Montana's role in being an energy leader for our country and the world
We have some of the largest coal reserves on the globe, and most of 1t sits in very remote areas of the state. New
mines, such as the proposed Otter Creek coal mine, cannot come online without a rail line The proposal contained
in the Tongue River Railroad’s revised application will help get these new rines up and running and will allow the
coal to be transported to market.

Montanans are anxlous to see Montana's large coal reserves developed They know that increased coal
development will mean more good-paying jobs, more money for schools and government programs, and a smaller
tax burden on individual taxpayers. They also believe this can all be done without having harmlul Impacts on the
land where they live and recreate. According to our annual polt of Montana hkely voters (600 respondents, 4.1%
margin of error), more than three-quarters of Montanans want government 1o promote more mining of coal.

As the "Treasure State," Montana has huge potential in being a part of energy solutions for the future The Tongue
River Rairoad is an essential part of that future, and we urge the Surface Transportation Board to expeditiously
approve the revised application of the Tongue River Railroad. Montanans are anxious to get more people to work
and see the economic benefits of these new projects

Please feel free 10 contact us if you would like to know mare about the economic benefits of the project and the
support for these projects In the business community and among regular Montanans.

Sincerely,

uetidanzt Sibun

Webk Scott Brown
President/CEQ

Montana Chamber of Commerce
webb®montanachamber.com

900 Gibbon St. = PO. Box 1730 » Helena. Montana 59624 « (406) 442-2405 « Fax (406) 442-2409  info@montanachamber.com




WESTERN ENVIRONMENTAL TRADE ASSOCIATION

2301 Cooney Drive, Suite 101, Helena, MT 59602
406-443-5541
weta@weta-montana.org
www.weta-montana.org

November 30, 2012

Chairman Daniel R. Elliot
Surface Transportation Board
395 E Street SW

Washington, DC 20423

Re:  Tongue River Railroad, Finance Docket 30186
Chairman Elliot:

The membership of the Western Environmental Trade Association (WETA) strongly supports
the Tongue River Railroad Company’s (TRRC) efforts to construct a rail line in the Ashland/Otter
Creek mine area.

WETA is one of Montana’s largest and most diverse natural resource industry advocates—
representing 100 industries, trade unions, small businesses and support services involved in
coal and hard rock mining, agriculture, timber and wood products, construction, manufacturing,
transportation, electricity generation and transmission, oil and gas exploration and production
and recreation. We promote responsible natural resource development and reasonable
environmental regulation in Montana and strive to help create opportunities for natural
resource-based job growth and economic development.

The Tongue River Railroad project is a key component to the economic well being of the State
of Montana—and in particular—its southeast region. This part of the state has experienced
very difficult economic challenges and population decline for a generation. The vast majority of
people remaining in southeast Montana strongly support development of the Tongue River
Railroad and the coal resources it would transport from the proposed Otter Creek Mine. This
project has the potential to significantly improve the quality of life for thousands of southeast
Montana residents and provide benefits to the rest of the state as well.

A recent study completed by the University of Montana Bureau of Business and Economic
Research concluded construction of the Tongue River Railroad and the Otter Creek Coal Mine
would create over a billion dollars of demand for rail transport annually. The two projects


mailto:weta@weta-montana.org
http://na.org

would also create over 2,600 construction jobs, 1,740 permanent jobs and over $100 million in
annual tax revenue. Montana’s warking families, communities and public schools will all greatly
benefit from the railroad and mine and deserve a fair and expedient evaluation so construction
can begin promptly.

WETA has every confidence that TRRC can demonstrate that the routing proposed for its rail
line is essential for connecting coal resources in southeast Montana to the interstate rail
network and that it can be developed with minimal disruption.

Please expedite approval of the TRRC's filing as soon as possible.

Sincerely,

rk Lambrecht
Executwe Director
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0. Executive Summary

This is a study of the effects on the Montana economy of the development of Otter
Creek coal in southeastern Montana. As described below, the Bureau of Business and
Economic Research at The University of Montana, using a state-of-the-art policy
analysis model and publicly available data describing the timing and type of investments
involved, produced a detailed assessment of the ultimate impact of coal development
and operations -- including the construction and operations of the railroad -- on
employment, income, output, and population in the Montana economy.

Impacts Summary

ategory ! I Tl
Total Employment 2,648 Jobs 1,740 Jobs
Private Sector 2,372 Jobs 1,338 Jobs
Personal Income $103.5 million  $125.4 million
Disposable Personal Income  $87.7 million  $167.9 million
Population 1,025 people 2,843 people
State tax revenues $23.5 million  $91.6 million

This study finds that with the Otter Creek coal development the state economy would be
significantly larger, more prosperous, and more populous than would otherwise be the
case. Specifically, we find that as a result of the development of the first of the three
Otter Creek tracts, ultimately producing 20 million tons of coal, that:

* 2,648 jobs would be created during the peak year of the construction phase as
the mine facilities and the railroad are built, with most new jobs created in
eastern Montana;

¢ The impacts on income received by Montana households would be similarly
substantial, with $103.5 million of new personal income and $87.7 million in
after-tax income occuring during the peak construction year statewide. In
eastern Montana, total household earnings would increase more than 8 percent;

e As a result of the continuing operations of the mine, 1,740 new permanent, year-
round jobs would be created in the Montana economy, increasing household
income by $125.4 million per year;

e Job increases would occur across a wide spectrum of industries, and, largely due
to rail operations, in most regions of the state;

» Overall state population would be almost 2,850 higher and school-aged
population more than 560 higher due to the operations of the mine.



* Mine operations would increase state and local tax revenue by more than $91
million per year due to both coal-specific taxes as well as growth in the overall
base for Montana's other taxes.

Employment Impacts by Region, |

| Operations
1000 -
800 -
600 - -
400 +
| zm | . .
o ) N e . |
Northwestern Southwestern North Central Eastern South Central

Background and Overview

The University of Montana Bureau of Business and Economic Research at (BBER) was
engaged by the Montana Contractors' Association to conduct an empirical study of how
the development of the Otter Creek coal tracts in southeastern Montana would impact
the economy of the state. Specifically, the BBER was tasked with (i) developing and
detailing a scenario of coal development in Otter Creek, including land preparation,
building, and other infrastructure preparation, and transportation improvements,
including rail, (ii) developing a scenario of ongoing coal production from a new mine that
reflected the capacity of the tracts, the likely limitations of a mining permit, and the
conditions of the global coal marketplace, and (iii) incorporating these scenarios into an
economic impact model which would fully describe how the state economy (and its
subregions) would evolve should these events take place. This report presents the
findings of this analysis.

This study asks and answers a simple question: How would be economies of Montana
and it sub-regions react if Otter Creek coal development takes place? To address this
question, we construct two future economic scenarios — a baseline, no development
scenario and a coal development scenario. The difference between these two
alternative futures — in the number of jobs, the dollars of income, and the number of
people who live in Montana -- is the ultimate impact of the development of coal.

The coal development scenario incorporated into this study was independently
developed by the BBER using publicly available information from public filings, historical

q



data, and the information available on other mining projects. The scenario is broadly
consistent with the expected scale of the project and what is economically and
operationally feasible. Thus, the results reported here are representative of how the
investments and operations associated with the ¢coal (and railroad) development will
affect statewide growth.

Research Overview

b
" The core question posed by this study is© What would the Montana economy look like if
Otter Creek coal development takes place? The question essentially involves analyzing
two different futures for the Montana economy the status quo, no-investment scenario
where development does not occur and a coal development scenano which includes

mining, transportation, and other associated infrastructure. The latter represents a
stimulus which can set off other actions and reactions in the economy.

There are three essential components to estimating the ultimate impact of new
investment. These are:

e the direct impact (e g., spending) the investment itself represents,

o the indirect impacts, which are the spending of other entities (e.g., the
railroad) which are carried out by others because of the onginal
investments, and

o the induced impacts that occur as the spending represented by the direct
and indirect impacts propagates through the economy

Likewise there are two different stages of any project involving significant infrastructure
development.

» the permitting and construction phase - a one-time boost in spending and
Investment -- that occurs in the beginning of a project — to plan and build
infrastructure, facilities and, buildings, and

» the operations phase - commencing when construction 1s complete and ongoing
operations can begin. The operations phase continues for the life of the project.

Although the precise timetable and scale of the investments that could take place as
part of development of the Otter Creek coal tracts are not yet known, reasonable
scenanos can be constructed based on development of similar coal seams elsewhere.
This study has carefully constructed a development scenario that faithfully represents
the major investments that would have to take place to develop and produce Otter
Creek coal. The induced impacts, which take place as wage, vendor, and other
payments are captured by Montana businesses and households and are spent again in
the state and local economies, are estimated using BBER's five-region economic impact
model.




To quantify the impacts of events that influence the Montana economy, the BBER uses
a mathematical model of the regional economy leased from Regional Economic Models,
Inc. (REMI). The fundamental premise of the REMI model is that regions compete for
investment, jobs, and people. Thus, when new events occur which change the
competitiveness of one particular region — such as construction and development of
mining operations — investment, employment, and demographic flows in and out of the
region can be affected, ultimately producing new levels of economic activities. The
model thus produces impact estimates by examining the economy before and after
these new events take place.

The total contribution of Otter Creek development to the economy is the difference
between these two scenarios, as shown diagrammatically in the figure below. The
model is a means of estimating the economy’s new “resting point,” which includes the
changes in investment, employment, and spending that are induced by the project.

Alternative
Policy With
Investments

Baseline
Exogenous

Values

Baseline Alternative
Forecast Forecast

Alternative
Minus
Baseline

The Direct and Indirect Economic Contribution of Otter Creek Coal

The first step in the analysis is to specify the timing and the extent of spending by Arch
Coal on developing the mine. Before a shovel full of Otter Creek coal can be mined, a
number of regulatory, engineering, and logistical tasks must be carried out. The
construction of all of the infrastructure of the mine, including land preparation, road, rail,
and power distribution construction, equipment acquisition, construction of buildings and
on-site processing facilities, and, finally, the excavation of the initial overburden, will
take approximately two years at a cost of about $600 million.



It is anticipated that when construction is completed that the Otter Creek mine will
produce 20 million tons of coal annually, with approximately 300 full-time employees,
plus an additional 50 contractors. We expect that the mine mouth value of this coal will
be $14 per ton. We anticipate that the dominant market for this coal will be Asia, with
coal shipped by rail to the (new and existing) Pacific northwest coal ports. Significant
domestic customers are expected as well.

The development of the railroad represents by far the most significant indirect impact of
mine development. While transporting coal by truck is possible, the economic
competitiveness of the mine depends critically on access to the rail transportation
network. Coincident with mine construction, we envision a new 89-mile rail spur north
to connect to the main BNSF line near Miles City at a cost of about $472 million. When
operational, new and existing rail links — including those owned by both BNSF and
Montana Rail Link (MRL) — within Montana will see approximately $340 million in new
demand for rail transportation services due to mining operations.

The Economic Impact of Otter Creek Coal

The substantial amount of spending and production occurring in both the construction
and operations phases of this project represents a tremendous new injection of revenue
and income for Montana businesses and households. This sets off new investment,
employment, and demographic flows as secondary jobs and income are created. The
investment ultimately produces a new level of economic activity, with jobs and incomes
affected across the spectrum of the economy. The difference between this new level of
activity and the status quo projection represents the total economic impact of Otter
Creek coal.

We can measure how Otter Creek direct and indirect impacts propagate through the
Montana economy with the REMI model. Comparing the trajectory of the economy with
and without coal development yields an estimate of the impact of Otter Creek over the
next 20 years. As can be seen from the employment impacts graphed below, with the
tremendous activity in the construction phase of the project, the impacts of the project in
the beginning of the project are outsized, especially in the eastern Montana region.
When the construction is complete and mining operations commence, the job impacts
remain significant, growing slightly over the span of the next two decades.
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Since the investment and spending patterns in the construction and operations phases
of the project are distinct, we present the findings of the analysis for the two phases
separately. In the discussion that follows, we define the construction phase impacts as
the total impacts that occur in year 2016, the peak year. The operations impacts are
defined as the impacts occurring in year 2019, when all construction impacts are
finished. All dollar figures are inflation-corrected, expressed in terms of 2012 dollars.

Employment Impacts

The wide footprint of the mine's economic impacts can be seen very clearly from the
distribution of new jobs by industry, shown in the table below. As would be expected,
the majority of jobs in the construction phase are construction industry jobs, and in the
operations phase a large number of new mining jobs are created. But in each phase
there are significant ripple effects on other sectors of the economy. These include retail
trade, health care, accommodations and food, and local government. The increases
come about through a variety of mechanisms — some industries benefit directly from
worker spending, some are due to other businesses related through the supply chain,
still others come about because of population increases as people migrate to the state
because of the new jobs.

The analysis shows that mine and other associated construction supports almost 2,650
new jobs statewide, and that mine operations creates more than 1,700 new permanent
jobs in the Montana economy.



Employment Impacts

Forestry, Fishing, Related Activities, and

Other 0 0
Mining (3) 346
Utilities 0 6
Construction 1,948 79
Manufacturing 4 3
Wholesale Trade 41 66
Retail Trade 129 235
Transportation and Warehousing 0 51
Information 1 3
Finance and Insurance 2 7
Real Estate and Rental and Leasing 12 45
Professional and Technical Services 30 44
Management of Companies and Enterprises 0 0
Administrative and Waste Services 25 43
Educational Services 1 7
Health Care and Social Assistance 69 165
Arts, Entertainment, and Recreation 5 20
Accommodation and Food Services 54 116
Other Services, except Public Administration 54 103
State Government 37 Tl
Local Government 240 331
TOTAL 2,648 1,740

Income Impacts

The impacts on Montanan's personal income as a result of Otter Creek coal investment
stem from three separate mechanisms. First, income is created — both wage and salary
income, as well as business proprietor income — as the new jobs described above are
created. Secondly, as population increases due to increased Montana job
opportunities, the total income of the state increases. The final way in which Otter
Creek coal impacts after-tax income of Montanans has to do with the substantial tax

10



revenues paid by the mine. How these revenues would be dealt with by the Legislature
is unknown. The conservative assumption made in this study is that the increased
revenues allow the Legislature to fund the same amount of services with lower tax
rates. These lower rates increase the after-tax income of Montana households.

As shown in the table below, the personal income impacts of Otter Creek development
are substantial — amounting to $103.5 million in the construction phase and $125.4
million in permanent increases during mine operation. The increase in after-tax income
during coal operations exceeds the pre-tax increase, amounting to a $167.9 million
increase in Montana household purchasing power every year the mine is in operation.
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Personal Income Impact, Millions of Dollars

Total Earnings by Place of Work
Total Wage and Salary Disbursements
Supplements to Wages and Salaries

Employer contributions for employee pension
and insurance funds

Employer contributions for government social
insurance

Proprietors' income with inventory valuation and
capital consumption adjustments
Less: Contributions for government social
insurance

Employee and self-employed contributions for
government social insurance

Employer contributions for government social
insurance
Plus: Adjustment for residence*
Gross earnings flows into Montana
Gross earnings flows out of Montana
Equals: Net earnings by place of residence
Plus: Rent, interest, and dividends
Plus: Personal current transfer receipts
Equals: Personal Income
Less: Personal current taxes
Equals: Disposable personal income

* Total earnings data are derived from records of employers who are located in
Montana. Since some Montana workers are employed by out-of-state
firms, and some Montana firms employ workers from other states, the
adjustment for residence nets out these two impacts to produce an
estimate of Montana residents’ income.
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Other Impacts

Mine operations, as well as construction, also have other significant impacts on the
Montana economy, including:

« significant increases in population, in both eastern Montana as well as the
entire state, as workers migrate into the state and region in pursuit of
economic opportunities;

e anincrease in the school-aged population as younger workers bring their
young (or yet to be born children) into the state;

* increases in local government, primarily in local public schools, in
response to population changes caused by the mine development and
operation;

e increases in state and local tax revenues due to both (i) severance and
other special taxes levied on coal, and (ii) an increase in the base of
Montana's other major taxes.

Summary and Conclusion

Through an analysis of the direct, indirect, and induced economic activity surrounding
the development of Otter Creek coal, we find that the total economic contribution such
an activity would make to the state economy to be substantial. The construction of the
mine, the new railroad construction, and the other associated infrastructure represents a
total investment approaching $1 billion and is expected to create more than 2,600
construction jobs in the peak building year. The operations of the mine are expected to
create more than 1,700 permanent jobs in the Montana economy and add almost $168
million in after-tax income annually. Those jobs would benefit all regions of the state as
well as a broad spectrum of public and private sector businesses.

13



Background and Overview

1.1 Montana Coal: History and Prospects

Coal mining has a long history in Montana. In the age of steam, underground mines
near Red Lodge, Roundup, and elsewhere supplied coal to railroads and the industrial
facilities in the Butte-Anaconda area. In addition, numerous small underground and
surface mines provided coal to local homes and businesses. By the 1960s, diesel
locomotives and other energy sources reduced Montana coal production to practically
zero.

Montana's current coal mining industry began with the Arab oil boycott of 1973 and the
resuiting energy crunch. There were numerous proposals to use Powder River Basin
coal to produce synthetic natural gas and other fuels. In addition, the naturally low sulfur
content of Powder River coal made it an attractive boiler fuel for electric utilities
attempting to comply with newly formulated emission regulations. One federal study
published in 1975 predicted that Montana coal production would be between 34 and 64
million tons in 1980 and from 39 to 153 million tons in 1985 (Northern Great Plains
Resource Program, 1975, p. 40). A later federal-state study released in 1979 predicted
Montana coal production would be 39.3 million tons in 1980 and 49.7 million tons in
1985 (U.S. Department of the Interior and Montana Department of State Lands, 1975,

pp1-3).

Figure 1.1
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The 1970s’ forecasts for Montana production of the Powder River Basin were far too
rosy. There were a number of reasons for this over-optimism. First, synthetic fuel
production never materialized. Second, changes in federal emission regulations made
low-sulfur coal less attractive. Third, Wyoming coal mines are closer via rail to large
metro areas in the southeast and southern Midwest and they received the benefits of
the fast urban growth. Finally, the nationwide demand for electricity moderated due to
rising prices (Polzin, 1985).

Montana's coal production has been relatively stable over the last four decades. In
1981, about 33.3 million tons of coal was being produced at six large surface mines in
eastern Montana. The more recent trends are pictured in Figure 1.1. Total Montana
coal production has been between 40 and 45 million tons per year since 2000, with only
a mild upward trend since the 1990s.

Figure 1.2
Actual and Predicted Asian Coal Demand
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Source: U.S. Energy Information Administration (EIA), International Energy Statistics
database (www.eia.gov/ies, accessed November, 2011).

Since the 1970s’ renewal, Montana coal has been primarily used to fire electrical
generating plants and most is transported by train to cities in the northern Midwest. In
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addition, significant amounts of coal are burned for electric generation near the mine
site at Colstrip and small amounts are transported west toward the Pacific Northwest.
Domestic markets are unlikely to provide significant growth for Montana coal. The
overall production of U.S. coal has been stable or declining due increased
environmental concerns about coal-fired electric generating plants.

The same is not true in Asia, especially Southeast Asia, where coal demand is
mushrooming. As shown in Figure 1.2, the annual demand for coal in China and
elsewhere in the region is projected to grow significantly between 2010 and 2035. The
data in Figure 1.2 are measured in Btus rather than tons to correct for quality
differences between different types of coal. To put this growth into perspective, the
increase from 2010 to 2035 in China alone is more than twice the current U.S.
production of coal. If this growth in Asian demand materializes, it would have some
very favorable impacts on Montana. There is not sufficient capacity in Southeast Asia
to satisfy this growth, so coal would have to be imported by boat from other places.
There are currently only a couple of bulk loading facilities in the Northwest that can
handle coal, and they are in British Columbia. But there are proposals for several more
on the Washington and Oregon coast.

Figure 1.3
Major Rail Lines Serving Powder River Basin and Destination Markets
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Figure 1.3 depicts the rail lines in the Northern Great Plains and Pacific Northwest along
with Montana and Wyoming in the Powder River Basin. It takes only quick glance to
see that the Montana coal fields are closer to Northwest ports than the Wyoming coal
fields. The transportation situation may now be reversed. Just as Wyoming was in a
favorable geographic position to serve the fast growth in the south and east, Montana is
now better situated to serve these fast growing Asian markets.

1.2  Otter Creek Coal

In the mid-1990s the U.S. government bought property adjacent to Yellowstone National
Park on which the mining company Noranda proposed to develop a gold mine, called
the New World mine. Governor Marc Racicot, citing the revenue that would be lost to
the state because the mine would not be developed, asked the federal government for
compensation. The federal government offered Montana a choice: $10 million, or the
Otter Creek coal tracts located near Ashland in Powder River County. The State of
Montana chose the coal.

The Otter Creek coal tracts have not yet been developed because they have a
checkerboard ownership pattern. Great Northern Properties owns slightly more than
half of the 1.3 billion tons of coal and the State of Montana owns the remainder.
Montana invited bids for its coal in 2009. Arch Coal was chosen as the successful
bidder. Since Arch Coal already leased the coal owned by Great Northern Properties,
the checkerboard ownership problem no longer inhibits the development of these
deposits.

The development phase for these tracts is just beginning and few specifics have been
developed. Some preliminary work has begun as the Montana Department of
Environmental Quality has determined that the Arch Coal's application to begin
prospecting is administratively complete.

The state’s 2009 appraisal of the tracts envisioned two surface mines each producing
roughly 35 million tons per year. Projects of this scale would roughly triple Montana's
coal production. Very conservatively, there would be at least 500 new mining jobs,
which would place them among the largest industrial employers in the state. In addition,
a new railroad would have to be constructed connecting the mines with the BNSF
mainline to the north.

The new mines would be subject to administrative review before they could begin
production. The mine operator would have to submit detailed operating and reclamation
plans to the Montana Departments of Natural Resources and Conservation (DNRC) and
Environmental Quality (EQC) for permitting review pursuant to the Montana
Environmental Policy Act (MEPA).
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1.3  The Impact of Coal Operations and Development

It is difficult to compare the economic contribution to the state economies coal mining
makes in different states. Mining technology, the quality, quantity, and placement of
coal seams, access to markets, and the vintage of equipment can all play a major role
in productivity, production and impacts. But some studies carried out for coal mines in
the western United States can at least frame the analysis. Studies of new
developments for surface mining of other minerals can be relevant as well.

e A 2010 study conducted by the University of Utah found that the 24.3 million tons
of coal mined annually from Utah employed 1,888 people, and that the
operations induced an additional 2,815 jobs to be created in the state economy.

« A study of the new development of a proposed surface copper mine in Arizona
conducted by Arizona State University in 2010 found that the project would
generate about 3,600 jobs and $152 million in personal income while under
construction, with operations supporting about 2,100 jobs and $143 million per
year.

* A 2005 study conducted by the University of Wyoming of different production
scenarios for Powder River Basin coal and natural gas in Wyoming found that a
“low” production ramp up scenario that increased coal production by about 145
million tons per year contributed to an increase of about 12,500 jobs in a six-
county region of the state.

All of these studies made use of the REMI model -- which we also employ in this study -
- to estimate economic impacts. These studies confirm that the development of coal
and other surface mined mineral reserves represent large-scale projects with
commensurate large economic impacts.

1.4  Report Overview

The remainder of this report proceeds as follows. In the next section we introduce the
policy analysis model that is used in this study to estimate economic impacts of Otter
Creek coal development, and describe the basic philosophy behind its construction. As
we shall describe, the task of estimating economic impacts involves carefully assessing
the direct investments and spending (direct impacts) of both the Otter Creek mine as
well as the Tongue River railroad. This is carried out in the following two sections.
Section 5 presents the results of the analysis, followed by conclusions in the last
section.



2 Policy Analysis with the REMI Model

Economic impacts occur because of events or activities that create new expenditures.
Spending which is new — which is over and above existing expenditures and does not
simply displace spending elsewhere in the region — not only adds to economic activity in
its own right, but it also induces further spending as the recipients of wages, sales and
tax revenues spend a portion of their income in the local economy. Changes in the path
of investment, migration, and prices and wages are possible as well.

The basic tool used in this study to assess the economic contribution of Otter Creek is
an economic model, calibrated to represent the interactions in the Montana economy,
leased from Regional Economic Models, Inc.. The REMI model is one of the best
known and most respected analytical tools in the policy analysis arena and has been
used in more than a hundred previous studies as well as dozens of peer-reviewed
articles in scholarly journals. It is a state-of-the-art econometric forecasting model that
incorporates dynamic feedbacks between economic and demographic variables. The
REMI model forecasts employment, income, expenditures and populations for counties
and regions based on a model containing over 100 stochastic and dynamic
relationships as well as a number of identities. A full explanation of the design and
operation of the model can be found in Treyz (1988).

The model used in this study disaggregated the state economy into five regions:
Northwest, Southwest, North Central, South Central, and Eastern. It explicitly
recognizes trade flows that exist between these regions, as well as between the regions
and the rest of the world. The definition of the regions is shown in Figure 2.1 below.

Figure 2.1
Economic Regions

e
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Table 2.1
Eastern Montana Counties

Carter Powder River
Custer Prairie
Daniels Richland
Dawson Roosevelt
Fallon Rosebud
Garfield Sheridan
McCone Valley
Phillips Wibaux
Figure 2.2

Policy Analysis with the REMI Model

v N\
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The use of the model to derive the results of this study is illustrated graphically in Figure
2.2. First, a baseline projection of the economy is produced using the model, utilizing
inputs and assumptions which extrapolate growth and conditions of recent history. The
model is then used a second time, with identical inputs — except that in this alternative
scenario, the activity associated with coal development (including rail) is added. Thus
the Otter Creek development is an input that ultimately produces a different economy,
reflecting not only the addition of the production, employment, and expenditures of the
project, but how the rest of the economy reacts to those changes. The difference
between the baseline and alternative scenarios of the economy represents the
economic impact of Otter Creek coal development.

REMI Model Linkages (Excluding
Economic Geography Linkages)
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The model utilizes historical data on production, prices, trade flows, migration and
technological change to calibrate the relationship between five basic blocks of the
regional economy as depicted above: output, labor and capital demand, population and
labor force, wages and prices, and market shares. The changes in production, labor
demand and intermediate demand caused by the construction and operation of Otter
Creek causes these blocks of the economy to react and adjust to a new equilibrium. As
described above, the difference between the baseline and the alternate scenario is the
ultimate impact of coal development.



The essential philosophy of the model 1s that regions throughout the country compete
for investment, jobs, and people. When events occur in a region they set off a chain
reaction of actions causing dollar flows toward better investment and production
opportunities, followed over time by a flow of workers and households toward
employment opporiunities and higher wages The model embodies an 82-sector input-
output matrix that describes the technological interdependence of production sectors of
the economy, as well as extensive trade and capital flow data to determine the share of
each sector's demand that can be met by local production.

The model 1s extremely well suited for the analysis descnbed in this report. As seen In
several of the energy studies listed in the references section, it has been used for
similar analyses of energy-related investment and opporiunities.

As powerful and flexible as the model is, the answers it provides are only as good as
the questions posed to it. The majority of work in this study is carefully crafting the
inputs used to construct a scenario of the Montana economy that faithfully represents all
of the investments and production that encompass Otter Creek coal development. We
now turn to this task.




3. The Direct Economic Contnbution of Otter Creek Construction and Operations

A careful specification of the scale and timing of the investments and income flows that
would occur if Otter Creek coal is developed s a cnitical first step in understanding how
that development would ultimately impact economic activity in Montana Using publicly
available information, we have assembled a scenario of coal investment and operations
that is (i) operationally and financially feasible, {ii) consistent with the coal production
potential of the Otter Creek tracts, and (n) consistent with mining developments planned
or conducled elsewhere. While the precise spending and timing of actual development
that unfolds in the coming years will doubtiess deviate from this scenario, it faithfully
represents the scale of the investment that is under consideration.

The greenfield development of even a small portion of the estimated 1 3 billion ton Otter
Creek coal reserves is a major undertaking In order to transform a single tract of the
approximately 19,200 acres of public and private land in Powder River County from its
current agricultural use into an operating coal mine facility, years of contractual,
regulatory, engineering, and legal challenges must be addressed and hundreds of
millions of dollars expended. Infrastructure to support the mine must also be planned,
approved, and constructed, including significant new construction in the railroad
network. The overall project would represent one of the largest industnal developments
in Montana’s modern history

In this section we detail a development scenario for mining permitting, construction, and
operations In the next section we describe the investments and income flows
associated with the rail transport of Otter Creek coal. Jointly these activities represent
sizable one-time and continuing Income flows to the economy of the state How those
new flows ultimately impact jobs and income in Montana - the central research question
of this report - is then assessed using the REMI| model as a tool, and the development
scenario developed here as the main input.

3.1  The Permitting Phase

Broadly speaking, the parmitting, or pre-construction phase of coal development in Otter
Creek has been underway since the Montana Land Board voted to support opening the
land to coal development in 2009. Significant resources have been expended for land
acquisition, engineering and testing, planning, and for legal and lobbying services
Perhaps the most significant and visible of these is the $85.8 million lease payment
made by Arch Coal to the state of Montana in 2010

Many of these expenditures represent net new income flows to the Montana economy
that are attributable to coal development in Otter Creek. Thus it is appropnate to
include them as part of the direct economic contnbutions of the mining development and
operation
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The lease payments from Arch Coal to Great Northern Properties, mineral rights owners
of the privately held half of the Otter Creek properties, represent a significant investment
in coal development From the standpoint of the Montana economy, however, those
payments have largely been directed outside the state Thus there is no direct impact
of this private lease arrangement

The $85.6 million payment to the state of Montana, on the other hand, was a (one-time)
new income stream to the state. It enabled, among other things, a fiscally strapped
Legislature to reduce cuts to programs in the 2011-12 biennium that might otherwise
have been made. However, it occurred before the beginning of the study period of this
project (2012). Its impacts are embedded in the baseline projection of the economy —
but not in our estimates of the economic changes caused by development

The new income flows that were included in this analysis are the costs of the extensive
engineering, environmental, and legal analyses and support services that have begun
and are expected to continue as part of the preparation of the mining permit application.
This creates a demand for approximately $4 million per year for professional and
technical services in the state economy during the period 2012-2017.

3.2 The Construction Phase

It is assumed for purpose of this analysis that construction of the mine will commence In
the year 2015 and will continue for two years While the actual date is dependent upon
the outcomes of regulatory and/or legal proceedings whose timelines and outcomes are
unknown in advance, this construction scenario is consistent with a careful and
thorough review of all the relevant permit applications. Events that push back the start
date for construction will alter the timung, but not the size, of the ullimate economic
impacts.

Construction of the railroad (with the exception of the rail spur that serves the new
mine's loading facilities) is considered in the next section. For the mine facility's
construction phase there are two broad categories of expenditures equipment and
facilities Equipment includes the dragline, shovels, haul trucks, water trucks, drills,
dozers, and other equipment Facililies include an office, maintenance shop,
warehouse, wash bay, power/water system, power station, road and site preparation,
coal storage, coal processing plant, and rail spur and loading loop

This study had access to three categones of information which could be used to create
a construction scenario for the Otter Creek mine. These were’

1) The Montana Otter Creek Coal Valuation study prepared by Norwest

Corporation in 2009 presented construction estimates for the development
of two Otter Creek tracts as part of an “income approach” to estimate of
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the value of coal leases:

(n)  Construction estimates for other surface mining projects, most notably the
Rosemont Copper project in Arizona;

(ni) Conversations with Mike Rowlands, director of Otter Creek Operations for
Arch Coal.

This information can be summarized as follows.

Norwest Valuation Study. The Norwest study developed a detailed cost plan for
development of two Otter Creek tracts as part of an income approach to lease
valuation. Their estimates were based upon an independent engmeering
analysis and prevailing prices for matenals and equipment. The model for one of
their tracts, termed LMUS (logical mining umit) in the report, is close m scale to
what is studied in this report. The Norwest study estimates $591.2 million in
equipment expenditures and $123.6 million in facilities spending

Rosemont Copper Project. The development of a 15,000 acre site in Pima
County, Arizona, was studied by Arizona State Uriversity in 2009 based on a
detailed feasibility study made available for the project While not a description
of Otter Creek development, its estimate of $897 2 million in total construction
costs for the greenfield development of a surface mine provide some support for
the scale of this project

Arch Coal. Mike Rowlands, director of Otter Creek Operations for Arch Coal,
was able to share his estimates of construction costs associated with Otter Creek
coal development In several conversations. His estimates of equipment costs, in
particular, were informed by the existence of draglines and other major
equipment items that are available internally within the company

Pniced in terms of the value of 2012 dollars, we have estimated the broad categories of
construction phase expenditures associated with Otter Creek coal development as
equipment expenditures, $400 million, and facilities expenditures, $200 million

3.3 The Operations Phase

Itis projected that the development of Otter Creek coal resources envisioned in this
study will create an operating mine that will ultimately produce 20 million tons of coal
annually, using a year-round workforce of 300 employees with an additional 50
contractors. Production is assumed to commence in 2017, ramping up to full production
levels by year 2009




New surface mining operations such as the projected Otter Creek mine are capital
intensive. with very high levels of productivity per worker. Jobs are projected to pay in
the neighborhood of $78,000 per year, not including sizable benefits

There are significant ongoing purchases from vendors of a wide range of items — from
electricity to legal services — that have important ramifications for the Montana economy
as a result of coal operations The subsequent impacts of these and other income flows
due to coal operations are denved from the REMI model One purchase, however — rail
transportation services — is large and important enough to be considered in its own
nght. We turn to that subject in the next section.




4, Construction and Operation of the Tongue River Railroad

4.1 Overview

A rail connection with the BNSF mainline in Miles City is an integral component of the
Otter Creek Coal Project. This rail line would provide access to domestic and export
markets for coal mined in the Ashland area and other nearby sites.

The Tongue River Railroad was first proposed in the 1970s but was never built. |t
began as a roughly 90-mile ine from Miles City to Ashland. In the 1990s, the original
project was expanded to extend the rail line south to connect with Decker (now Cloud
Peak) mine at the Moniana-Wyoming border. In mid-2011 a large landowner from the
Birney area purchased one-third of the proposed railroad and said that the tracks would
never cross his [and. This effectively nullified the extension south of Ashland. Currently
the railroad permits are owned in roughly equal parts by Mars, Inc , BNSF, and Arch
Coal.

Then, in late 2011 the Ninth Circuit Court of Appeals in San Francisco ruled that the
environmental impact statements were deficient in certain areas and construction could
not proceed.

The following paragraphs describe features of the proposed Tongue River Railroad.
They are based on the original environmental impact statement, the Ninth Circuit's
ruling, and discussions with knowledgeable railroad experts

The proposed railroad would proceed southeast from Miles City and generally follow the
Tongue River to Ashland. For the first 70 miles it would be west of the nver on the
opposite bank from Highway 332 About 10 miles north of Ashland the railroad would
cross the Tongue River and proceed directly south An approximately 20-mile spur line
would connect the Otter Creek mine with the terminus in Ashland The overall ruling
grade of 0 2 percent makes this line very efficient in terms of fuel consumption.

The rail line would occupy an average nght-of-way of 200 feet. There would be about
four microwave towers linked to a centralized traffic control board in Miles City which
would be the pnmary communication and signaling facilities. There would be either
construction or rehabilitation of an interchange yard in Miles City and the construction of
a maintenance facility in Ashland. The construction period would be about three years,
with the actual construction season being seven or eight months of the year The rail
line would require the construction of six sidings and 12 bridges.

The trains would require a three-person crew, and Miles City would be terminal location
for these crews A 110 car train with each hopper car holding 100 tons of coal would
have a capacity of 11,000 tons. The trains could operate 24 hours a day and 350 days
per year. Extracting 20 million tons of coal a year would require about 1,800 round trips
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per year—or approximate 5.1 per day. Since each round trip requires two trains (one
loaded, one empty), extracting 20 million tons per year would be associated with about
ten trains per day. The maximum allowable speed on the Tongue River Railroad
would be 40 miles per hour

Two maintenance crews would service the proposed railroad One crew would be
headquartered in Miles City and the other in Ashland. These crews would perform daily
maintenance chores as well as cleaning, oilling, and adjusting the switches.

The Tongue River Basin 1s sparsely populated and semiarid with a mostly agricultural
base Livestock is the dominant agricultural product and most of the land is used for
grazing. Only a small portion of the land s used for crops. Only a very small portion of
the cropland 1s irrigated. Dry land farming and irrigated cropland are concentrated in
the valley floor near the Tongue River.

4.2 Construction Costs

The major components of railroad construction costs are:

¢ Acquisition of the nght-of-way For the most part, the nght-of way would be
approximately 200-feet wide Sidings and signal devices might require greater
width in certain locations.

o Materials and labor. These costs are usually computed as the cost per track foot
multiplied by the length of the railroad.

e Construction grade The average grade of the entire railroad will be an important
determinant of fuel costs The local topology will determine the amount of cut
and fill needed to provide an evenly sloped surface between the starting and
ending points of the proposed railroad.

e Road crossings. The costs of road crossings is determined by the number of
road crossings, the material used at each crossing, the crossing length (i e. road
width), and the type of protection needed (gates, lights, etc.).

o Stream crossings. Depending on the size of the stream, either culverts will be
placed under the roadway, a short span bridge built {about 23 feet per span), or a
long span bridge (less than 120 feet per span) built.

According 1o a technical raitway website, "A single track freight line with a few
locomotives and simple signaling, running across a flat, geologically sound, sparsely
populated landscape in a developing country might be built for as little as US$ 2 million
per kilometer.” (www raiiway-technical com/finance/shtml) This converts to
approximately $3.3 million per mile

A Texas railroad consultant estimated average construction costs to be about $4.0
million per mile including centralized traffic control and other communications
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equipment For the proposed 89-mile Tongue River Railroad, this yields total
construction costs of about $356 million.

The engineering department of the BNSF railroad independently estimated construction
costs of the Tongue River Railroad to be about $471 million, or approximately $5 3
million per mile We chose the BNSF calculation because the engineers are most
familiar with the route and terrain associated with the Tongue River Railroad.
Construction is assumed to commence in 2015 and continue for three years.

4.3 Railroad Operations

The operations of a coal mine in southeastern Montana will introduce significant new
demand for rail transport From the point of view of the economy, demand for rail
transport that originates from a customer in one location is ultimately met by a
combination of the local network (self supply) and networks and facilities elsewhere.
From the point of view of the Montana economy, supphes of rail services from
elsewhere that meet demand originating locally are essentially imports.

Based on mileage calculations to west coast port facilities, and based on an industry
average transportation charge of $ 03 per ton mile for coal transpori, we project that
Otter Creek coal production will generate just over a billion dollars of demand for rail
transport annually That new demand results in new business and higher rail
employment for all regions of the state.




5. The Econcmuc Impact of Otter Creek Coal Development

51 Impacts Summary

The scenario of coal development, including additions to the railroad network, described
in the previous two sections represents significant new income and expenditure streams
for the Montana economy. As these projects are carried out, and as the facilities go into
operation, the economy of the region, and the state as a whole, can be expected to
change significantly. We have analyzed these changes using the REMI model, and we
detail our findings in this section of the report

All of the economic impacts described below are total impacts — which include the
spending, production, and income of coal miners, as well as those involved with coal
transport, and any new jobs n other industries ultimately induced by their spending. As
described in section 2 of this report, these impacts are the difference between a “coal”
and “no coal” scenario for any given year.

As we describe below, the changes in the economy evolve over time, for two primary
reasons First, the nature of the project changes significantly when facilities are
completed and the operations of the mine commence. Specifically, the construction
jobs associated with mine and railroad construction do not continue when capital
improvements are complete. The second change in economic impacts over time is
caused by population migration. The high wage jobs represent an attractive opportunity
for non-residents to move to the region. This migration occurs gradually, and over time
increases the population and the workforce.

For readability, we present tables in this section detailing impacts for two points in time.
the peak construction year (2016) and the first year of the operations-only period
(2019). These two time points are termed the “Construction” and *Operations” impacts,
respectively. We also present several charts that describe the impacts visually for the
entire project period. Detailed impacts for all years can be found in the Appendix.

Summary of Findings

This study finds that as a result of Otter Creek coal development, the state economy is
significantly larger, more prosperous, and more populous than would otherwise be the
case Specifically, we find that as a result of the development of the first of the three
Otter Creek tracts, ultmately producing 20 mullion tons of coal, that.

e 2,648 jobs would be created dunng the peak year of the construction phase as
the mine facilities and the railroad are built, with most new jobs created in
eastern Montana;
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« The impacts on income received by Montana households would be similarly
substantial. $103.5 million of new personal income, and $87.7 million in after-tax
income, would occur during the peak construction year statewide. In eastern
Montana, total household earnings would increase more than 6 percent;

e As a result of the continuing operations of the mine, 1,740 new permanent, year-
round jobs would be created in the Montana economy, increasing household
income by $125.4 million per year;

* Job increases would occur across a wide spectrum of industries, and, largely due
to rail operations, in most regions of the state;

* Overall state population would be more than 2,800 higher, and school-aged
population more than 560 higher, due to the operations of the mine.

* Mine operations would increase state and local tax revenue by more than $91.6
million per year, due to both coal specific taxes as well as growth in the overall
base for Montana's other taxes.

Table 5.1

Impacts Summary

Jr adtioOne

Late “ -
Total Employment 2,648 Jobs 1,740 Jobs

Private Sector 2,372 Jobs 1,338 Jobs
Personal Income $103.5 million  $125.4 million
Disposable Personal Income  $87.7 million ~ $167.9 million
Population 1,025 people 2,843 people
State tax revenues $23.5million  $91.6 million
Figure 5.1
Employment Impacts by Region,
Operations
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52 Employment Impacts

Coal development ultimately will result in a significantly higher number of jobs, both in
the eastern Montana region as well as the state as a whole. The construction phase job
totals peak at almost 2,650 jobs, with about 90 percent of those additional jobs created
in the private sector. As shown in Figure 5.2, most of the construction phase jobs
created are in eastern Montana. The next most impacted region of Montana in terms of
new jobs is the south central portion of the state, which includes Billings.

Figure 5.2 |
Employment Impacts by Region, 2011-2031 |
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As the figure shows, while the construction phase jobs only persist during the period
when the mine facilities and rail lines are being built, the operations jobs are permanent
additions to the Montana economy. The employment impacts drift up modestly over
time as population and demographic dynamics unfold. At the first year of operations,
1,740 new permanent jobs are added to the state economy due to Otter Creek coal
operations.

Some insights can be made on the nature of these jobs if we examine the different
industries and occupations they represent. As shown in Figure 5.3, the composition of
the job impacts changes significantly after the construction phase is over. Nearly three
quarters of all of the jobs created by coal development during the construction phase of
the project are in the construction industry itself. Smaller, yet significant, impacts are
seen in Government, Retail Trade, Health Care, and other industries as the spending of
construction and other workers propagates through the regional economy.



Figure 5.3
Employment Impacts by Industry
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When the operations phase is underway, the composition of the jobs impacts changes.
This reflects not only the addition of the mining jobs themselves, but also the
population- related increases in local public school employment (included in
Government), health care jobs and such businesses as retail and restaurants. These
impacts demonstrate the importance of the induced jobs created as the direct impacts
of mining and railroad jobs impact services and government in the state.

A second way to look at the job impacts of coal development is by examining the
impacts by occupation. The U.S. Bureau of Labor Statistics classifies each job in the
economy into 23 major categories, from white collar management to blue collar
production occupations. Figure 5.4 again shows that the most profound job impacts of
coal development in the construction phase of the project is in the construction and
extraction occupations, comprising nearly half of all jobs created. When looking at
occupations, however, the job impacts are more varied in all phases of the project.
There are significant management jobs involved in construction and permitting, as well
as jobs in sales and administrative support, maintenance jobs and jobs in other
occupations. The full list of job impacts by occupations is shown in Table 5.2.

in the operations phase, job impacts spread out across a larger number of occupations.

The largest impacts are on sales and administrative support positions, construction
occupations, transportation occupations, and management.
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Figure 5.4
Employment Impacts by Occupation
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Table 5.2
Employment Impacts by Occupation

Management, business, financial occupations 218 129
Computer, math, architect, engineer occupations 49 49
Life, physical, social science occupations 10 16
Community, social service occupations 4 10
Legal occupations 10 15
Education, training, library occupations 8 17
Arts, design, entertainment, sports, media occupations 7 13
Health care occupations 65 137
Protective service occupations 74 110
Food preparation, serving related-occupations 59 124
Building, grounds, personal care, service occupations 60 106
Sales, office, administrative occupations 440 428
Farm, fishing, forestry occupations 2 2
Construction, extraction occupations 1,294 218
Installation, maintenance, repair occupations 193 122
Production occupations 49 71
Transportation, material moving occupations 107 174
TOTAL 2,648 1,740

5.3 Income and Compensation Impacts

The income impacts attributable to the development of Otter Creek coal are substantial,
whether measured against the income of the entire state, or against the much smaller
income base of eastern Montana. Both mining and railroad jobs pay wages significantly
above the state average, and even though every job created by coal development is not
a high paying job, the increased income due to the project is substantial.

Since income is measured in dollars, and the impacts of coal development occur in the
future, it is important to take into account the effect of wage and price inflation when
reporting these results. All impacts measured in dollars in this report are calculated
according to their purchasing power in year the 2012. Thus with inflation, a dollar
amount of income realized in, say, year 2019 would yield a somewhat smaller amount
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Table 5.3
Personal Income Impact, Millions of Dollars

Total Earnings by Place of Work $123.0 $119.4
Total Wage and Salary Disbursements 81.9 88.1
Supplements to Wages and Salaries 21.0 25.5
Employer contributions for employee pension
and insurance funds 138 16.3
Employer contributions for government social
insurance 7.5 9.2

Proprietors' income with inventory valuation and

capital consumption adjustments 20.2 5.8
Less: Contributions for government social
insurance 15.8 18.3

Employee and self-employed contributions for

government social insurance 8.3 9.1

Employer contributions for government social

insurance 7.5 9.2
Plus: Adjustment for residence* -1.7 -1.2

Gross earnings flows into Montana 2.8 2.1

Gross earnings flows out of Montana 3.9 3.3
Equals: Net earnings by place of residence 105.6 99.9
Plus: Rent, interest, and dividends 5.8 19.0
Plus: Personal current transfer receipts -7.8 6.6
Equals: Personal Income 103.5 125.4
Less: Personal current taxes 5.7 -42.4
Equals: Disposable personal income 87.7 167.9

* Total earnings data are derived from records of employers who are located in
Montana. Since some Montana workers are employed by out-of-state
firms, and some Montana firms employ workers from other states, the
adjustment for residence nets out these two impacts to produce an
estimate of Montana residents' income.
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of purchasing power in 2012, and the inflation correction (which reduces it) reflects that
fact.

As shown in Table 5.3, there is considerably more to personal income — the income
received by Montana households — than the wages and salaries workers receive from
employment. Most — but not all - of the income impacts listed in the table for both the
construction and operations phase of the project are connected to employment. Total
earnings are $123 million higher during the construction phase of the project, including
benefits and an additional $20.2 million earned by business owners during the same
year due to coal development. Even some categories of so-called non-earned income,
such as dividends, interest, and rent are positively impacted by coal development,
largely through the population impacts of the project.

The U.S. Bureau of Economic Analysis defines personal income as wages and benefits
net of social security contributions, but prior to paying personal income tax. The impact
on personal income is $105.6 million during the peak year of the construction phase,
and falls only slightly to just shy of $100 million per year during the operations phase.
The very small decrease, despite the much fewer number of jobs when construction is
over, reflects the high paying nature of the rail and mining jobs that commence with
mine operation.

After tax, or disposable personal income, impacts actually are higher during the
operations phase, at about $168 million per year. This is because of the treatment of
the severance taxes paid to state government during mining operations. As described
in section 3, these taxes are assumed to be used to finance state expenditures with a
slightly lower personal tax rate. As shown in the table, the net effect of this tax decline
with the increase base is a $42.4 million decrease in personal tax payments (to both the
state and federal government).

The earnings and income impacts of coal development are significant. With the
construction phase concentrated in less populous eastern Montana, the additional
income attributable to coal development in the last year of construction (2017) for this
single project represents more than 3.5 percent of total income for the entire region. In
the operations phase of the project, the average earnings per new job added ($68,600)
exceeds the state average by a sufficient margin to actually raise the total
compensation per job in the entire state economy (Table 5.4). It is clear that in terms of
income, coal development is an important event.



Table 5.4
Compensation Impacts

Compensation Impacts by
Phase

Construction Operations
Wage and Salary Disbursements  $ Millions 81.9 88.1
Compensation S Millions 102.9 113.6
Earnings by Place of Work S Millions 123.0 119.4
Average Annual Wage Rate S Thousands 0.003 0.054
Average Annual Compensation
Rate S Thousands 0.001 0.071
Average Annual Earnings Rate S Thousands 0.010 0.060

Note: Compensation includes cash and non-cash employee benefits, including health,
retirement, and other employer-funded programs. Earnings includes employee
compensation and proprietor's income. All compensation is measured on a
place-of-work basis.

54  Output Impacts

A third aspect of the impact of coal development on the Montana economy can be
evaluated by examining the impacts on economic output. This is particularly relevant
for capital-intensive industries whose employment impacts may understate their
reaction to changes that accur as a result of new coal activity. Net output is measured
in inflation-corrected dollars, using value added (revenues minus costs) by industry.

Table 5.5 reveals that the impact on economic output is almost 60 percent higher during
mining operations than during the construction phase of the project, even as the total
employment impact falls after construction. This occurs as the two most capital
intensive industries — mining and rail transport — ramp up as mining operations
commence. The table clearly reveals the outsized impact contribution of mining's value
added during the operations phase.

These output gains are substantial, especially as measured against the comparatively
smaller regional economy of eastern Montana. Whereas the overall output increase of
$231.1 million per year during the operations phase only represents about 0.4 percent
of total state output, $150.3 million of that change comes from producers located in
eastern Montana. Mining operations at this single facility in Powder River County are
thus responsible for more than 4 percent of total economic output of the entire region.
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Table 5.5

Gross Domestic Product Impacts
(Private Sector, $ Millions)

Forestry, Fishing, Related Activities,

and Other 0.0 0.0
Mining (0.3) 138.9
Utilities 0.1 2.4
Construction 110.7 6.4
Manufacturing 0.5 0.4
Wholesale Trade 5.0 5.1
Retail Trade 7.1 14.8
Transportation and Warehousing (0.0) 10.1
Information 0.1 0.4
Finance and Insurance 0.4 1.4
Real Estate and Rental and Leasing 1.8 6.0
Professional and Technical Services 1.8 2.9
Management of Companies and

Enterprises (0.0) (0.0)
Administrative and Waste Services 1.0 2.0
Educational Services 0.0 0.2
Health Care and Social Assistance 49 12.0
Arts, Entertainment, and Recreation 0.1 0.4
Accommodation and Food Services 14 3.1
Other Services, except Public

Administration 1.7 2.8
Total 136.3 213.1

5.5 Population Impacts

The economic opportunity represented by a large scale energy investment paying
compensation per job substantially in excess of the Montana average is attractive to
potential workers. As has actually occurred in the wake of other significant capital
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investments that create high paying jobs - e.g., Colstrip in the 1980s — we can expect to
see a significant increase in the population of southeastern Montana resulting from coal
development. A second, less pronounced, draw for new migrants to the state could
result from the ability of state government to meet its obligations with slightly lower
personal taxes — making up the difference with severance taxes collected from the new
mine. This effectively increases the after-tax wage of every Montana job, making state
jobs slightly more attractive than the “no coal” scenario situation.

Population changes take time to develop, for two reasons. First, as an empirical matter,
years typically pass before increased opportunity induces a nonresident household to
relocate. This is due in part to the expense and complexity of moving families. A
second reason is that children born to those who migrate may not show up until years
after the move. This is especially prevalent since mobility is prominent for those in
prime child-bearing ages groups.

For these reasons, the population impacts of coal development in Otter Creek given in
summary Table 5.1 at the beginning of this section significantly understate the changes
in population that the development will eventually produce.

Figure 5.5
Population Impacts by Region
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As is clear from Figure 5.5 above, the population impacts grow significantly beyond year
2019, which is the first year of full mine operation reported in the overall impacts
summary. Indeed, by year 2031 mining operations will ultimately be responsible for the
addition of almost 5,400 more people throughout the state, with roughly half living in
eastern Montana. This gradual increase in population will create additional demand for
housing, health care, consumer goods, and government services.
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Since younger people are more mobile, population migration has particular impacts on
the younger aged cohorts. Of particular interest to rural school districts in the slower
growing areas of the state is the impact of coal development on the school-aged
population.

Table 5.6
Population Impacts by Age, Montana
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The statewide impacts are shown in Figure 5.6 above for three five-year age cohorts.
These correspond roughly to elementary, middle school, and high school populations.
These population impacts build over time, such that in year 2031 we would expect the
total increase to approach 1,500. This could stabilize or increase the demand for public
schooling in the affected communities.

56  Summary

This section has examined in detail the changes that can be expected to occur in the
Montana and the eastern Montana economies as a result of coal development in
Powder River County. Not only is the development of the coal and rail infrastructure
and facilities responsible for almost 2,700 jobs and more than $100 million in personal
income in the peak construction year of the projects, but the operations of the mine will
create 1,740 permanent, high-paying jobs across the state. By any measure, these are
significant impacts that help create a more productive, prosperous, and populous state
economy.
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6. Conclusion

The research question posed by this study is “What would the economy of Montana
look like if Otter Creek coal development takes place?" It is a hypothetical question —
we have no special insight on the prospects for those investments, from either an
economic or a political standpoint. Yet in a policy and political environment where the
contributions of coal development to the state economy are poorly understood or
perhaps taken for granted, it deserves to be carefully analyzed and answered.

Using a state-of-the-art policy analysis model of the Montana economy that has been
peer-reviewed and used in dozens of other studies, we have carefully examined the
contribution made to both the economy of eastern Montana as well as to the state
economy as a whole by the proposed Otter Creek mine. Our study has revealed the
footprint of this single facility in Powder River County to be substantial. Comparing the
status quo economy to one that would exist if the construction and operations of the
mine took place as envisioned, we find that:

» 2,648 jobs, including 2,372 private sector jobs,
* more than $103 million of personal income received by Montanans, and
e $136 million in net output produced in Montana

would be created and sustained annually throughout the construction period for both the
mine and the railroad. Almost three-quarters of these new jobs would be in the state's
hard-hit construction industries.

When the mine goes into operation and ramps up to the 20 million tons of annual
production envisioned, there will be:

1,740 permanent jobs, including 1,338 private sector jobs,
more than $125.4 million in annual personal income,
2,843 more people, and

almost $92 million in additional annual state tax revenues

in the Montana economy that are attributable to Otter Creek operations. To state it
another way, without Otter Creek, the Montana economy will be smaller, less
prosperous, and less populous by these amounts.

There are several aspects of Otter Creek coal development that lead directly to this
impressive result. First, the facility will pay wages and benefits to its workforce that are
substantially above the state and regional average. When employees spend part of
their money in the local and state economy, many other jobs are supported. Second,
the operation of the facility is a boon to another high-paying industry with a significant
presence in Montana, namely, the railroad. Finally, the project involves a huge capital
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investment — well in excess of $1 billion — to be committed to the equipment, facilities,
rail, and other support infrastructure in the state.

Finally, the product produced by Otter Creek — high quality coal delivered to domestic
and overseas markets — does not displace or crowd out other Montana producers.
Thus it's activities add to, rather than supplant or replace, other activities in the
economy. The uses and demand for electricity worldwide continue to grow, and the
prospects for the state with the nation's largest coal reserves to take advantage of the
opportunity are very good.
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Mining Individuals (Jobs) o o o -1 -3 +346 +345 +346 +335 +326
Utilities. Individuals (Jobs) +0 +0 0 +1 +0 +2 +4 +6 +5 +5
Construction Individuals (Jobs) +0 +0 +0 +1,978 +1,948 +1,218 +50 +79 +89 +54
Manufacturing Individuals (Jobs) +0 +0 +0 +5 +4 +3 +2 +3 +3 +3
Wholesale Trade Indiaduals (Jobs) +0 +0 +0 +31 +41 +60 +60 +66 +63 +60
Retail Trade Individuals (Jobs) +0 +0 +0 +106 +129 +208 +213 +235 +230 +226
Transportation and Warehousing Individuals (Jobs) +0 0 0 +0 0 0 +47 +51 +50 +48
Information Individuals (Jobs) +0 +0 +0 +1 +1 +1 +2 +3 +2 +2
Finance and Insurance Individuals {Jobs) + +0 0 +2 +2 +4 +6 +7 +7 +7
Real Estate and Rental and Leasing Individuals (Jobs) +0 +0 +0 +14 +12 +26 +35 +45 +45 +43
Professional and Technical Services Individuals (Jobs) +4 +4 +4 +27 +30 +34 +37 +4 +43 +42
Management of Companies and Enterpnse Individuals (Jobs) 0 0 ] 0 ] 0 0 0 0 0
Admirustrative and Waste Services Indviduals (Jobs) +0 +0 +0 +25 +25 +33 +34 +43 +43 +43
Educabonal Services Individuals (Jobs) +0 +0 +0 +1 +1 43 45 +7 +8 +8
Health Care and Social Assistance Indviduals {Jobs) +0 +0 +0 +67 +69 +125 +137 +165 +167 +17
Arts, Entertainment, and Recreation Individuals (Jobs) +0 +0 +0 +5 +5 +11 +16 +20 +20 +21
Accommodation and Food Services Individuals (Jobs) +0 +0 +0 +47 +54 +87 +95 +116 +125 +134
Other Services, except Public Administrats Individuals (Jobs) +0 +0 +0 +55 +54 +84 +87 +103 +1n +59
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Otter Creek Summary

Employment | Industry | Private Non-Farm | Private Non-Farm Employment | Sector Level
Co\Users Pat.Barkey Documents REMIPI Montana Regions v1.3.5 (Build 2599) Workbooks Otfer Creek with RR and taves.rwh
Regional Simulation | compared to Standard Regional Control — Difference

Regilon = All Regions
Sector Level
2023 2024 225 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
0 0 0 +0 +0 +0 +0 +0 +0 +0 +0 #1 +1 +1 +1
+317 +309 +301 +293 +286 +279 +273 +266 +259 +254 +247 +242 +236 +230 +224
+5 +5 +5 +6 +6 +6 +6 +6 +6 +6 +6 +6 +6 +6 +5
+95 +96 +95 +96 +97 +98 +101 +103 +105 +108 +110 +114 +117 +119 +121
+3 +3 +3 +3 +3 +4 +4 +4 +4 +4 +4 +5 +5 +5 +5
+58 +55 +54 +52 +51 +50 +49 +48 +47 +46 +45 +45 +4 +43 +43
+22 +220 +217 +216 +215 +214 +213 +213 +213 +214 +215 +215 +215 +215 +214
+47 +46 +45 +45 +44 +43 +43 +42 +42 +41 +41 +40 +39 +39 +38
+3 +3 +3 +3 +3 +4 +4 +4 +4 +5 +5 +5 +5 +5 +5
+7 +7 +8 +8 +9 +9 +10 +11 +11 +12 +12 +13 +13 +14 +14
+42 +40 +39 +38 +37 +37 +37 +37 +37 437 +37 +38 +38 +38 +38
+41 +41 +40 +4]1 +41 +42 +43 44 +45 +46 +47 +48 +49 +50 +51
0 0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0
+43 +43 +43 +43 +43 44 44 +45 +45 +46 +47 +47 +48 +48 +48
+9 +9 +9 +10 +10 +10 +10 +10 +11 +11 +11 +11 +11 +11 +12
+175 +180 +186 +192 +198 +205 +211 +218 +225 +231 +238 +244 +250 +255 +259
+22 +23 +24 +25 +25 +26 +27 +28 +29 +30 +31 +32 +32 +33 +34
+141 +148 +154 +160 +165 +169 +173 +176 +179 +182 +184 +186 +187 +188 +189
+98 +97 +97 +96 +96 +97 +97 +98 +98 +99 +99 +100 +100 +100 +100
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Otter Creek Summary
Employment | Industry | Government | State and Local

C:\Users\Pat.Barkey \Documents REMIPT Montana Reglons v1.3.8 (Build 2599) Workbooks\Otter Creek with RR and taxes.rwh
Regional Simalation | compared to Standard Regional Control — Difference

Region = Al Reglons

State and Local

P14+ Montana Regions v1,3.5 (Build 2599) page 7 of 14 5/7/2012 11:47:09 AM



file://C:/tKrti

Otter Creek Summary
Employment | Industry | Government | State and Local
2599) Workbooks Otter

Reglonal Simulution | compared to Standard Reglonal Control — Difference

Reglon = All Reglons
State and Local

+72 +73 +73 +73 +73 +73 +73
343 +343 +342 +342 +341 +340 +338

+335 +337 +3%9 +340 +341 +342 +342 +343 +
‘ sl P o
"NRTEAEE < - o T LAl S R

3 . en * n +n W7

Page 8 of 14 5/7/2012 11:47:09 AM

P1+ Montana Regions v1.3.5 (Build 2599)




Otter Creek Summary

Employment | Occupation | Summary Level
Colsers\ Pat Barkey CREMTPES M Hegions v1.3.5 (Build 2599) Workbooks Otter Creek with RR and taxes.rwh
Regional Simulation | compared to Standard Regional Control — Difference
Region = All Regions
Summary Level
Management, business, finandal occupatic Individuals (Jobs) +1 +1 +1 +207 +218 +196 +105 +129 +129 +129
Computer, math, architect, engineer occu) Individuals (Jobs) +1 +1 +1 +48 +49 +55 +40 +49 +48 +48
Life, physical, social science occupations Individuals (Jobs) +0 +0 +0 +9 +10 +14 +13 +16 +16 +16
Community, social service occupations  Individuals (Jobs) +0 +0 +0 +4 +4 +7 +8 +10 +11 +11
Legal occupations Individuals (Jobs) +0 +0 +0 +10 +10 +12 +12 +15 +15 +15
Education, training, library occupations  Individuals (Jobs) +0 +0 +0 +8 +8 +12 +13 +17 +17 +18
Arts, design, entertainment, sports, mediz Individuals (Jobs) +0 +0 +0 +7 +7 +10 +10 +13 +13 +13
Healthcare occupations Individuals (Jobs) +0 +0 +0 +62 +65 +107 +113 +137 +138 +140
Protective service occupations Individuals (Jobs) +0 +0 +0 +70 +74 +92 +84 +110 +110 +111
Food preparation, serving related occupat Individuals (Jobs) +0 +0 +0 +51 +59 +94 +102 +124 +133 +141
Building, grounds, personal care, service ¢ Individuals (Jobs) +0 +0 +0 +60 +60 +88 +88 +106 +105 +104
Sales, office, administrative occupations  Individuals (Jobs) +2 +2 +2 +421 +440 +489 +366 +428 +421 +416
Farm, fishing, forestry occupations Individuals (Jobs) +0 +0 +0 +2 +2 +2 +2 +2 +2 +2
Construction, extraction occupations Individuals (Jobs) +0 +0 +0 +1,314 +1,204 +955 +192 +218 +220 +220
Instaliation, maintenance, repair occupatic Individuals (Jobs) +0 +0 +0 +193 +193 +197 +108 +122 +121 +119
Production occupations Individuals (Jobs) +0 +0 +0 +48 +49 +80 +65 +71 +69 +68
Transportation, material moving occupatic Individuals (Jobs) +0 +0 +0 +105 +107 +174 +160 +174 +170 +167
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Otter Creek Summary

Employment | Occupation | Summary Level
C:\Users\Pat.Barkey\Documents REMTPE Montana Regions v1.3.8 (Build 2599) Workhooks Otter Creek with RR and faxes.rwh
Reglonal Simulation | compared to Standard Regional Contral — Difference

Region = All Regions
Summary Level
an 03 2024 2025 2026 2027 2028 2029 2030 2031
+129 +129 +129 +129 +129 +130 +131 +132 +133 +134
+47 +47 +47 +47 +47 +47 +48 +48 +48 +49
+16 +16 +16 +16 +16 +16 +16 *17 +17 +17
+12 +12 +13 +13 +14 +14 +15 +15 +16 +16
+15 +15 +15 +15 +15 +15 +15 +16 +16 +16
+18 +19 +19 +19 +20 +20 +20 +21 421 +2
+13 +13 +14 +14 +14 +14 +14 +15 +15 +15
+143 +147 +150 +154 +158 +162 +166 +17 +175 +180
+112 +112 +113 +113 +114 +114 +114 +115 +115 +115
+149 +155 +161 +166 +171 +175 *179 +182 +185 +188
+103 +102 +102 +103 +103 +104 +104 +105 +106 +107
+411 +408 +405 +404 +403 +404 +405 +406 +408 +410
+2 +2 +2 2 +2 +2 +2 +2 +2 +2
+217 +214 +211 +208 +206 +204 +204 +202 +201 +201
+118 +117 +115 +114 +114 +113 +113 +112 +112 +112
+67 +66 +65 +64 +63 +63 +62 +62 +61 +61
+163 +161 +158 +155 +153 +151 +149 +147 +146 +144
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+135

+17
+16
+16
+21
+16
+184
+115
+190
+108
+412
+2
+200
+111
+61
+143

+136

+17
+17
+16
+12
+16
+188
+115
+192
+109
+414
+2
+200
+111
+60
+141

+136
+50
+17
+17
+16
+22
+16
+192
+115
+193
+109
+116
+2
+199
+111
+60
+140

2035 2036
+137 +137
+50 +50
+17 +17
+17 +18
+16 +16
+ +0
+16 +16
+195 +198
+115 +115
+194 +194
+110 +110
+416 +416
+2 +2
+199 +198
+110 +110
+59 +59
+138 +136
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Otter Creek Summary

Gross Domestic Product | Real Gross Value Added by Sector, Fixed Dollars | Private Non-Farm | Sector Level
CoUsers Pat.Barkey D AREMIPTS M Reglons v1.3.5 (Build 2599) Workbooks Otter Creek with RR and taxes.rwb
Reglonal Simulation | compared to Standard Regional Control — Difference
Reglon = All Regions
Sector Level
Category Units 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Forestry, Fishing, Related Activities, and ( Thousands of Fixed (201 0 0 0 +4 +4 +5 +3 0 5 -10
Mining Thousands of Fixed (201 Q -1 -1 85 -337 +56,511 495945 4138913 4137041 +136,750
Utilities Thousands of Fixed (201 +1 +1 +0 +436 +115 +1,069 +1,520 +2,357 +2,299 +2,170
Construction Thousands of Fixed (201 +12 +17 +20  +110,853 +110,725 +70,549 +4,410 +6,409 +7,243 +7,645
Manufacturing Thousands of Fixed (201 +0 +1 +0 +467 +450 +365 +200 +367 +361 +37
Wholesale Trade Thousands of Fixed (201 +6 +6 +6 +3,658 +5,032 +7,675 +8,107 +9,135 +8,955 +8,773
Retail Trade Thousands of Fixed (201 +12 +13 +14 +5,701 +7,13 +12,010 +12,957 +14,772 +14,677 +14,603
Transportation and Warehousing Thousands of Fixed (201 +0 0 0 +41 <30 7 +9,022 +10,099 +10,078 +10,058
Information Thousands of Fixed (201 +1 +1 +1 +157 +106 +236 +318 +386 +330 +283
Finance and Insurance Thousands of Fixed (201 +2 +2 +2 +454 +374 +771 +1,115 +1,351 +1,250 +1,157
Real Estate and Rental and Leasing Thousands of Fixed (201 +8 +8 +8 +2,078 +1,809 +3,639 +4,745 +6,001 45,858 +5,611
Professional and Technical Services Thousands of Fixed (201 +232 +232 +213 +1,620 +1,847 +2,139 +2,369 +2,869 +2,841 +2,794
Management of Companies and Enterprise Thousands of Fixed (201 +0 0 0 2 =20 -16 -13 -3 -8 4
Administrative and Waste Services Thousands of Fixed (201 +5 +5 +5 +980 +1,012 +1,408 +1,608 +2,049 +2,075 +2,087
Educational Services Thousands of Fixed (201 +0 +0 +0 +25 +30 +75 +118 +155 +170 +182
Health Care and Social Assistance Thousands of Fixed (201 +12 +11 +12 +4,797 +4,924 +8,963 +9,952 +12,031 +12,168 +12,412
Arts, Entertainment, and Recreation Thousands of Fixed (201 +0 +0 +0 +94 +89 +205 +289 +363 +In +379
Accommaodation and Food Services Thousands of Fixed (201 4 +4 +4 +1,193 +1,353 +2,235 +2,513 +3,118 +3,351 +3,564
Other Services, except Public Administrat: Thousands of Fixed (201 +4 +4 +4 +1,749 +1,718 +2,409 +231 +2,752 +2,688 +2,640
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Regional Shmalation § pared to Stand
Reglon = All Regions
Sector Level
022 2023 2024 2025
-15 -19 -22 -25
+136466  +136338  +136,162  +135,064
+2,117 42,085 42,063 +2,050
+7,801 +7,848 +7,862 +7,885
+11 +320 +310 +304
+B,615 +B,490 +8,390 +8,311
+14,556 +14,544 +14,558 +14,598
+10,048 +10,047 +10,053 +10,063
+246 +219 +201 +189
+1,076 +1,012 +963 +927
+5311 +5,001 +4.711 +4,447
+2,749 +2,720 +2,708 +2,713
-7 -2 +6 +15
+2,097 +2,112 +2,133 +2,158
+191 +200 *207 +213
+12,731 +13123 +13,571 +14,041
+387 +1305 +403 +412
+3,755 +3929 +4,085 +4.225
+2,601 +2,574 +2,558 +2,548
P+ Montana Regions v1.3.5 (Build 2599)

+136,055
+2,041
+7,970
+301
+8,257
+14,670
+10,077
+184
+902
+4,218
+2,734
+25
+2,188
+219
+14,54

44351
+2,547

+135,990
+2,031
+8,110
+301
+8,221
+14,766
+10,094
+182
+887
+4,028
+2,769
+35
+2,203
+225
+15,079
+431
44,462
+2,553

Otter Creek Summary

Gross Domestic Product | Real Gross Value Added by Sector, Fixed Dollars | Private Non-Farm | Sector Level

C:\Users Pat.Barkey Documents REMI P+ Montana Regions v1.3.5 (Build 2599) Workbooks Otter Creck with RR and taxes.rwh
d Regional Control — Difference

2028 2029

-2 -33
+136090  +136,009
+2,024 +2,014
+8,305 +8,468
+303 +306
+8,204 +8,201
+14,889 +15,049
+10,112 +10,132
+184 +189
+880 +881
+3,869 +3,745
+2814 +2,869
+46 +56
+2,263 +2,308
+230 +235
+15,647 +16,257
+442 +453
+4,565 +4,663
+2,566 +2,588
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2030
-34
+136,230
42,003
+8,661
+310
+8,216
+15,249
+10,153
+194
+884
+3,633
+2927
+66
+2,354
+240
+16,850
+464
+4,748
+2,609

2031
<36
+136,430
+1,990
+8,901
+314
+8,253
+15481
+10,175
+201
+893
+3539
+2,991
+76
+2,405
+244
+17,476
+475
4803
+2,638

2032
37
+136,577
+1,973
+9,168
+319
+8,204
+15,709
+10,199
+206
+904
+3,447
+3,058
+85
+2,455
+249
+18,093

+4,889
+2,667

2033
38
+136,820
+1,956
+9,4%
+325
+8,358
+15970
+10,224
+215
+921
+3374
+3,131
+93
+2,509
+253
+18,743

+4,951
+2,705

2034
-39
+137,04
+1,936
+9,813
+330
+8,412
+16,199
+10,251
+220

2035 2036
-41 -2
+137394 +137,717
+1,914 +1,889
+10,112 +10,405
+34 +338
+8,461 +8,508
+16,403 +16,597
+10,278 +10,308
+224 +226
+046 +958
+3,181 +3,057
+3,265 +3329
+107 +113
+2,603 +2,646
+261 +265
+19,906 +20,442
+514 +521
+5,002 +5,057
+2,757 +2,778
5/7/2012 11:47:09 AM




Otter Creek Summary

Industries
Ci\Users\PatBarkey Documents\ REMIPI+ Montana Reglons v1.3.5 (Build 2599)\Waorkbooks'\Otter Creek with RR and taxes.rwh
Regional Simulation | compared to Standard Reglonal Control — Difference

Reglon = All Regions

Industries

Category Units 2014 2015 2016 2017 2018 2019 2020 201
Employment Individuals (Jobs) +6 +6 +6 +2,626 +2,648 +2,585 +1,481 +1,740 +1,740 +1,739
Employment as % of Nation Percent +0 +0 +0 +0 +0 +0 +0 +0 +0 +0
Regional Purchase Coefficent Proportion 0 0 0 0 0 0 0 0 0 0
Average Annual Wage Rate Thousands of Current Dc 0 +0 +0 +0 +0 +0 +0 +0 +0 +0
Average Annual Compensation Rate Thousands of Current Dc Q 0 +0 0 +0 +0 +0 +0 +0 +0
Average Annual Eamnings Rate Thousands of Current D¢ +0 +0 +0 +0 +0 +0 +0 +0 +0 +0
Demand Millions of Fixed (2012) [ +4 +4 +4 +673 +730 +559 +1,292 +1,466 +1,465 +1,461
Imports of Goods and Services Miflions of Fixed (2012) .4 +4 +4 LA +496 +357 41177 +1,326 +1,302 +1,318
Self Supply Millions of Fixed (2012) ( +0 +0 +0 +229 +234 +202 +115 +140 +142 +144
Exports of Goods and Services Millions of Fixed (2012) ( +0 +0 +0 +19 +17 +111 +179 +261 +259 +258
Output Millions of Fixed (2012) 1 +0 +0 +0 +248 +251 +313 +294 +400 +402 +402
Value Added Millions of Fixed (2012) [ +0 +0 +0 +141 +144 +175 +157 +210 +209 +209
Wage and Salary Disbursements Millions of Fixed (2012) ( +0 +0 +0 +74 +82 +108 +81 +88 +86 +83
Compensation Millions of Fixed (2012) | +0 +0 +0 +94 +103 +137 +104 +114 +111 +109
Eamings by Place of Work Millions of Fixed (2012) [ +0 +0 +0 +114 +123 +154 +109 +119 +116 +112
Labor Productivity Thousands of Fixed (200 0 0 0 0 0 +0 +0 +0 +0 +0
National Deflator 2005=1 (Nation) 0 o 0 0 0 0 0 '] 0 0
Pl+ Montana Regions v1.3.5 (Build 2599) Page 13 of 14 5/7/2012 11:47:09 AM



Industries
C:\UsersiPatBarkey Documents\ REMIPT+ Montana Regions v1.3.5 (Build 2599) Workbooks\Otter Creek with RR and taxes.rwh
Reglonal Simulation | compared to Standard Regional Control — Difference

736 1813

+0 +0 +0 +0 +0 +0 +0 +0 +0 +0

0 0 0 0 0 1] 0 ] 0 0 0 0 0 0 1]

+0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0

+0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0
+0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0
41458 41456 41450 41453 #1452 41452 #1483 41455 1457 41460 41463 41467 +1A70 41472 41475
+1,313 +1,310 +1,308 +1,305 +1,304 +1,303 +1,302 +1,302 +1,303 +1,304 +1,304 +1,306 +1,307 +1,308 +1,308
+145 +146 +146 +147 +148 +150 +151 +153 +155 +157 +159 +161 +163 +165 +166
+258 +257 +257 +258 +258 +258 +258 +259 +259 +260 +260 +260 +260 +260 +260
+402 +403 +404 +405 +406 +408 +410 +411 +414 +416 +418 +421 +423 +425 +927
+209 +209 +209 +210 +210 +211 +212 +214 +215 +27 4219 +220 +222 +224 +225
+81 +79 +77 +76 +75 +74 +73 +73 +73 +74 +74 +74 +75 475 +76
+107 +105 +103 +102 +101 +100 4100 +100 +100 +101 +101 +102 +103 +104 +104
+108 +105 +103 +101 +99 +98 +97 +97 +97 +97 +98 +9%9 +99 +100 +100
+0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0 +0

0 0 0 [] L] [] 0 0 1] 0 0 0 [} 0
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